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WELFARE REFORM 


FRIDAY, JANUARY 13, 1995 

House of Representatives, 

Committee on Ways and Means, 
Subcommittee on Human Resources, 

Washington, DC. 

The Subcommittee met, pursuant to call, at 10 a.m., in room 
1100, Longworth House Office Building, Hon. E. Clay Shaw, Jr. 
(Chairman of the Subcommittee) presiding. 

[The advisories announcing the hearings follow:] 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON HUMAN RESOURCES 

FOR IMMEDIATE RELEASE PRESS CONTACT: Ari Fleischer or Amy Tucci 
December 30. 1994 (202) 225-8933 

No. 1 ALL OTHERS CONTACT: (202) 225-1721 


SHAW ANNOUNCES CONTRACT WITH AMERICA 
HEARINGS ON WELFARE REFORM 


Congressman E. Clay Shaw, Jr., (R-FL), Chairman Designate of the Subcommittee on Human 
Resources of the Committee on Ways and Means, today announced Lhat the Subcommittee will 
conduct a series of hearings on the Personal Responsibility Act that is pan of the Contract with 
America, the series of 10 bills offered by the Republicans as a national legislative agenda. The 
hearings will be held on January 13, 20, 23, 27, and 30. 1995. The first four hearings will feature 
invited witnesses; the last hearing will include Members of Congress and public wimesses. The 
January 13 hearing will be held in the main Committee hearing room, 1100 Longworth House 
Office Building, beginning at 10:00 a.m. Room locations and times for the four other hearings 
will be announced in a subsequent press release. 

BACKGROUND: 


The American public, recipients of public aid, scholars, and Members of Congress all agree 
that the American welfare system is broken. One of the system's biggest flaws is that people who 
receive welfare tend to stay on the rolls for many years. In the Aid to Families with Dependent 
Children program, for example, more than 60 percent of those on the rolls at a given moment will 
eventually claim benefits for nine years or more. A second flaw in the welfare system is its growing 
cost and the expanding number of overlapping programs. A third flaw is that the nation suffers from 
rising illegitimacy rates that many scholars believe are linked to guaranteed welfare benefits. There 
is considerable evidence that illegitimate children are more likely to drop out of school, be 
unemployed, and join the welfare rolls themselves as young adults. Finally, the welfare system does 
little to encourage work. 

To examine these problems, the Subcommittee has organized four topical hearings and one 
general hearing in which members of the Subcommittee will hear from their Congressional colleagues 
and the general public. The topical hearings are: 

Costs of Welfare. Role of Entitlements, and Block Grants (Friday. January 1 31 . Witnesses 
will examine the growth of spending on means-tested programs and the role of entitlements in this 
growth. The Subcommittee will also take testimony about the use of block grants as a strategy for 
controlling Federal spending and for returning authority and flexibility in designing programs for the 
poor to State governments. 

Illegitimacy and Welfare (Friday. January 20) . Witnesses from the Congressional Research 
Service and the Congressional Budget Office will summarize historical changes in rates of 
illegitimacy and the role illegitimacy has played in recent years in the growth of the welfare rolls. 

The Subcommittee will also hear testimony about the relationship, if any, between welfare benefits 
and rates of illegitimacy, and about the relationship between illegitimacy and social problems such as 
poverty, welfare use, school dropout, crime, and drug use. 

Welfare Dejendenev and WcIfare-to-Work Programs (Monday. January 231 . After examining 
evidence regarding the length of stays on welfare, the Subcommittee will hear from researchers and 
program administrators about the effectiveness of programs that provide education, training, job 
search, and work experience in helping families leave welfare. 

Changing Eligibility for Supplemental Security Income (Friday. January 27) . The Personal 
Responsibility Act or previous bills introduced by members of the Ways and Means Committee calls 
for reduced benefits for aliens, drug addicts, and children on the Supplemental Security Income 
Program. This hearing will be devoted to testimony from several panels of witnesses on reducing or 
eliminating SSI benefits for these groups of recipients. 
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The Subcommittee will hear from the interested public and Members of Congress on Monday, 
January 30. 


DETAILS FOR SUBMISSIONS OF REQUESTS TO BE HEARD : 

Requests to be heard must be made by telephone to Diane Kirkland or Traci Altman 
(202) 225-1721 no later than the close of business, Friday, January 6, 1995. The telephone request 
should be followed by a formal written request to Phillip D. Moseley, Chief of Staff, Committee on 
Ways and Means, U.S. House of Representatives, 1 102 Longworth House Office Building, 
Washington, D.C. 20515. The staff of the Subcommittee on Human Resources will notify by 
telephone those scheduled to appear as soon as possible after the filing deadline. Any questions 
concerning a scheduled appearance should be directed to the staff at (202) 225-1025. 

Id view of the limited time available to hear witnesses, the Subcommittee may not be 
able to accommodate all requests to be heard. Those persons and organizations not scheduled for 
an oral appearance are encouraged to submit written statements for the record of the hearing. Ail 
persons requesting to be heard, whether they are scheduled for oral testimony or not, will be notified 
as soon as possible after the filing deadline. 

Witnesses scheduled to present oral testimony are required to summarize briefly their written 
statements in no more than five minutes. THE FIVE MINUTE RULE WILL BE STRICTLY 
ENFORCED. The full written statement of each witness will be included in the printed record. 

In order to assure the most productive use of the limited amount of time available to question 
witnesses, all witnesses scheduled to appear before die Subcommittee are required to submit 200 
copies of their prepared statements for review by Members prior to the hearing. Testimony should 
arrive at the Subcommittee on Human Resource office, room B-317 Rayburn House Office 
Building, no later than 24 hours before hearings. 


WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE ; 

Any person or organization wishing to submit a written statement for the printed record of the 
hearing should submit at least six (6) copies of their statement by the close of business, Friday, 
February 3, 1995, to Phillip D. Moseley, Chief of Staff, Committee on Ways and Means. U.S. House 
of Representatives, 1102 Longworth House Office Building, Washington, D.C. 20515. If those 
filing written statements wish to have their statements distributed to the press and interested public at 
the hearing, they may deliver 200 additional copies for this purpose to the Subcommittee on Human 
Resources office, room B-3 1 7 Rayburn House Office Building, before the hearing begins. 

FORMATTING REQUIREMENTS : 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 


SUBCOMMITTEE ON HUMAN RESOURCES 

FOR IMMEDIATE RELEASE CONTACT: (202) 225-1721 

January 13, 1995 
No. HR-1 


SHAW ANNOUNCES TIME AND ROOM LOCATIONS FOR THE 
CONTRACT WITH AMERICA HEARINGS ON WELFARE REFORM 


Congressman E. Clay Shaw, Jr., (R-FL), Chairman of the Subcommittee on 
Human Resources of the Committee on Ways and Means, today announced that the 
series of Subcommittee hearings on the Personal Responsibility Act that is part of the 
Contract With America will begin at 10:00 a.m. on Friday. January 20. and Friday. 
January 27. and will begin at 12:00 noon on Monday. January 23. and Monday. 
January 30. All four hearings will be held in the main Committee hearing room. 
1100 Longworth House Office Buildiny. 

All other details for the hearings remain the same. (See Subcommittee press 
release No. 1.) 


****** 





5 


ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON HUMAN RESOURCES 

FOR IMMEDIATE RELEASE CONTACT: (202) 225-I72I 

January 24, 1995 
No. HR-2 


SHAW ANNOUNCES TIME CHANCE AND ADDITIONAL DAY OF 
HEARINGS ON CONTRACT WITH AMERICA 
WELFARE REFORM PROPOSAL 

Congressman E. Clay Shaw, Jr. (R-FL), Chairman of the Subcommittee on 
Human Resources of the Committee on Ways and Means, today announced that the 
Subcommittee hearing scheduled for Friday, January 27, 1995, will begin instead at 
9:00 a.m. in the main Committee hearing room, 1100 Longworth Honse OtDce 
Building. The hearing had been scheduled to begin at 10:00 a.m. The subject of the 
hearing is changing eligibility for Supplemental Security Income. 

In addition, Shaw said that in an effort to accommodate the large number of 
public witnesses who have requested the opportunity to appear before the 
Subcommittee, a second hearing for public witnesses will be held on Thursday, 
February 2, 1995. The hearing will begin at 9:00 a.m. in B-318 of the Rayburn 
House Onice Building. The first hearing for public wimesses is scheduled for 
Monday, January 30, 1995, beginning at 12:00 noon in 1100 Longworth House Office 
Building. Only members of the public who, in accordance with prior press releases, 
have requested to be heard and have been contacted by the Committee, will be 
scheduled to testify on February 2. Other interested members of the public are invited 
to submit written statements for the record of these proceedings. 

All other details for the hearings remain the same. (See Subcommittee 
Advisory No. 1 and HR-1.) 
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Chairman Shaw. I will call this first hearing to order. 

We on the Human Resources Subcommittee have a historic op- 
portunity. I would like to ask at this time unanimous consent that 
my written statement be put into the record so that I might sum- 
marize. We, as Republicans and Democrats, have an opportunity to 
work together not only with the administration but also with the 
Governors of this coimtry to change the world as we know it, today, 
here in the United States, to take a program which has grown and 
grown many times to the detriment of the people that it is trying 
to help, without any proper attention being given to it. 

I think in looking for new ideas and reaching out for new ideas 
as to what is wrong with welfare, and how we can change it, we 
have to look no further than the States and what they are doing. 
We have a welfare system here in the United States that has paid 
people not to work, has paid people not to get married, has paid 
people to stay where they are in a life of poverty and not to suc- 
ceed. By changing this system we have an opportunity to give these 
people a new lease on life, and to help them take control of their 
future and enjoy a new freedom that many of them have not en- 
joyed because they have been enslaved with the chains of welfare 
in this country. 

We are going to be reaching out for even more new ideas in the 
next few weeks as we go through the hearing process. We are on 
the fast track. The American people are behind us. I think from lis- 
tening to Democrats and Republicans that we all want to accom- 
plish the same thing even though we may have substantially dif- 
ferent ideas as to how to go about it and as to some of the details. 
I find a consensus of what brings us together and that is the real- 
ization that the welfare program we have is the cruelest program 
of all because it pays people not to succeed. Thinking back to some 
of the Full Committee hearings that we have had, I was struck by 
a comment that one of our witnesses made yesterday, and that was 
that people will rise to the expectations you have of them. If you 
don’t expect an3dhing of them, that they will not disappoint you be- 
cause that is exactly what is going to happen — nothing. 

But if you raise your expectations and believe that these people 
can accomplish something, they also will not disappoint you be- 
cause they will have within themselves self-esteem and they will 
work to levels that they did not think possible. I look forward to 
this hearing. 

We have as our first panel of witnesses, two of the outstanding 
Governors in this country, one a Democrat and one a Republican. 
Our former colleague from Delaware, Governor Carper, who has a 
distinguished record here in the House as well as in the State of 
Delaware is trying to make a difference and trying to stop the wel- 
fare spiral. 

Governor Engler of Michigan has done an outstanding job as one 
of the leading Governors in this country in stopping the cycle of 
welfare and the spiraling effect it has on this country. I look for- 
ward to this hearing and I think it is proper that we start with 
these gentlemen as our first two witnesses. 

[The prepared statement follows:] 
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Opening Prepared Statement 
Chairman Clay Shaw 
Subcommittee on H uman Resources 
January 13, 1995 


Today we begin our first hearing on the important issue of overhauling America's 
welfare system. The American people know our current system is broken. They want it 
fixed, yie are here to fix it. 

Republicans intend to revolutionize the system fi'om top to bottom. In doing so, we 
will pursue two broad goals: We will protect the needy. We will also protect the taxpayer. 

Make no mistake about it - nothing could be crueler than the welfare status quo. It is 
cruel to the needy. It is cruel to the poor. It is cruel to children. 

Welfare in America today does not give people a sense of personal responsibility. 
Welfare in America today does not give people economic incentives to get a job and keep a 
job. Welfare in American today does not create moral values that unite families as they 
move up the ladder of opportunity. 

Welfare today has left a sad mark on the American success story. Too many welfare 
recipients live in a world where children have no dreams for the future and parents have 
given up their hopes for today. It is a world without fathers. It is a world without fi-eedom 
and safety. It is a world without dignity. 

It is also a world where leaders have failed to make the tough decisions that must be 
made if we are to help the beneficiaries and the taxpayers. 

Is it any wonder that taxpayers are asking if all the money they have spent on welfare 
has done any good? 

To change this failed system of socialized compassion, we plan to take eight actions: 

One - we will require work of able-bodied adults receiving welfare 

Two - we will send major responsibility for the design and implementation of 

programs to the state and local level 

Three - we will limit the length of time able-bodied adults can receive cash benefits 
Four - we will end many of the overlapping means-tested programs 
Five - we will limit entitlements 

Six - we will limit welfare payments to minor unwed mothers 
Seven - we will end welfare for most noncitizens 
Eight - we will reduce welfare spending 
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When we have completed our task, life will be better for the recipients of these 
programs. Life will also be better for the American taxpayer. We made a contract with the 
American people last fall to do this. We intend to honor that contract. 

in today’s hearing, we will address the closely related topics of federal spending on 
means-tested programs and the role of entitlements in the growth of spending on means- 
tested programs. In addition, we want to take testimony on the advantages and 
disadvantages of block grants as a means of reducing complexity, saving money, and 
returning the initiative on welfare programs to the states and localities. 

To help us pursue these issues, we are fortunate to have with us two panels of 
distinguished wimesses and an equally distinguished wimess from the Clinton 
Administration. We will begin with Governor John Engler of Michigan. In his four years 
as governor, he has established Michigan as one of the nation’s most innovative states. His 
reforms of the Michigan welfare system have produced several notable results, the most 
imporant being that Michigan has the highest percentage of AFIX! mothers working of any 
state in the country. He is joined on the panel by Governor Tom Carper of Delaware. 
Governor Carper is well known to members of this Committee for his role as one of the 
leaders of welfare reform in the House back in 1987 and 1988. Many of us remember his 
courageous attempts to forge a bipartisan bill in the midst of highly partisan debate. 

Before turning to our wimesses, I yield to the distinguished ranking minority 
member, Mr. Ford, for a statement. 
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Chairman Shaw. I yield to the Ranking Minority Leader, Mr. 
Ford. 

Mr. Ford. Thank you, Mr. Chairman. 

I, too, as Ranking Minority Member of this Committee would like 
to join you and the Republicans in hopefully some type of biparti- 
san spirit to fashion a welfare bill that will respond to those 
human needs of people in this country. We know that there are 
those who are trapped into this vicious cycle of poverty and wel- 
fare, we know that the system out there is not working and re- 
sponding to many of the human needs of our children and those 
women who are trapped at this dead end of the welfare cycle itself. 

I would like to say as we go through the witnesses, and I wel- 
come the two Governors today, but as we go through this welfare 
process, that the Democrats are going to make it clear that we are, 
in fact, skeptical about the block grants. We won’t let poor kids suf- 
fer in this welfare package or the welfare reform bill we will report 
from this Committee. We need to make sure we strengthen the 
child support provisions, to make sure that women and children 
are not the targets, that we also place that responsibility on the fa- 
ther, as well. 

Democrats will support responsible work requirements before 
this Subcommittee to be reported in the welfare reform package. It 
is clear that we must assure the welfare of our children and let it 
be a national responsibility to respond to many of those human 
needs and we meet those human needs in the welfare population. 
We know that the welfare population is over 14 million people in 
this country and we know that they are in need of changes in the 
system itself. 

So we as Democrats want to work with you, want to join with 
our colleagues on the majority side of this Subcommittee, but more 
so we want to join with the welfare population in trying to suggest 
and bring about work requirements that will put welfare mothers 
to work and to make sure that the fathers do their responsibility 
and ease the burden on the Federal Government in paying for cash 
assistance and other types of welfare programs in this country. 

We look forward to working with you on this Committee and are 
ready for the debate and the dialog to start now, Mr. Chairman. 

[The opening statement of Mr. English follows:] 



FOR THE RECORD 


The Honorable Phil English 
January 13, 1995 

Before the House Hays and Means Committee 
Subcommittee on Human Resources 
Hearing on Welfare Reform 


Mr. Chairman and Members of the Subcommittee, this is a historic 
and very important day. As we begin hearing testimony today on 
welfare reform provisions Including the growth of means tested 
programs and spending welfare entitlements, and block grants, we 
are taking our first step toward changing a system that the 
overwhelming majority of Americans are dissatisfied with and want 
to see changed. 

I firmly believe that by embracing goals that include a frontal 
attack on illegitimacy, a clear work requirement, time limits, and 
controls on overall welfare spending, we will be immediately 
addressing the most serious problems with our current system. I 
feel I can speak for my Congressional District in saying that the 
existing problems are of the magnitude that we simply cannot wait 
to begin making the changes that will move substantial numbers of 
adults from welfare rolls to work rolls - not to mention saving $40 
billion over the first five years of enactment. 

We have a responsibility to shape reform legislation that links 
welfare rights to responsible Individual behavior and offers viable 
prescriptions for reducing welfare dependency. Our reforms must 
seek to preserve the family structures of those in the underclass 
seeking to escape poverty. 

He have a host of witnesses who will present emotional and very 
serious testimony. I am grateful for their attendance and 
encourage my colleagues to not lose sight of our states and our 
citizens and how our decisions will affect individuals. 
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Chairman Shaw. We are certainly starting out on the right foot. 
Let’s see if we can let this continue. 

The first witness today is Governor John Engler, a leader in wel- 
fare reform in his own right. 

STATEMENT OF HON. JOHN ENGLER, GOVERNOR, STATE OF 

MICHIGAN 

Governor Engler. Thank you, Mr. Chairman. 

Let me begin by pointing to this stack of documents in front of 
me that represent the rules and regulations from just three Federal 
welfare programs, AFDC, food stamps and Medicaid, then as sup- 
plemented by the fiscal year 1994 and 1995 changes to the rules. 
These are Washington’s rules. This is what a frontline worker in 
the State of Michigan or the State of Delaware or across the Nation 
have to master in order to help people that are in need. 

I believe that these cumbersome rules represent a barrier that 
restricts States from reforming welfare, a barrier that locks fami- 
lies in poverty, a barrier with your help that we must tear down. 
While I come to this hearing on welfare reform to debate welfare 
reform, I respectfully suggest that the answers to our problems will 
not be found here. 

James Q. Wilson, UCLA professor, recently said that we ought 
to turn the task and the money for rebuilding lives, welfare pay- 
ments, housing subsidies, the whole lot, over to our cities and 
States and the private agencies to be found there. 

To accomplish this goal, I propose the following guidelines: 

First, get Washington out of the way. Conservative micro- 
management is just as bad as liberal micromanagement. States 
must have the freedom with no strings attached to implement 
change. What works in Denver might not work in Detroit. Every 
city and State is different. That is why the States need the flexibil- 
ity to be different, to be creative in our strategy to reform welfare 
and restore hope. 

As you know, AFDC was set up to help widows and their chil- 
dren during the Great Depression. American families, om- economy, 
our way of life, have dramatically changed since then and the pro- 
gram has not, except to become more complicated and cumbersome. 
The problems we confront are not “one size fits all.” 

So a Federal “one size fits all” approach can not, has not, and 
will not work. Washington has had 60 years to tackle the welfare 
problem. It is time to give the States a chance. Certainly we can 
do better than the current Federal system that is represented by 
those rules and regulations. It is a dizzying array of failed social 
experiments that break up families, discourage marriage and don’t 
encourage or reward work. 

Let me give you an example. In Michigan there is an AFDC cli- 
ent who lives in public housing, section 8 housing. This person re- 
fused to be part of our mandatory work program so we sanctioned 
the client by cutting her AFDC grant. Therefore, we cut her in- 
come. The result — did she go to work? Not by a long shot. 

Since her income went down, her housing rent was lowered and 
her food stamp allowance went up. Bottom line, the sanctions for 
not working became a financial plus and she was better off sta5dng 
at home and saying no to work. 
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Another quick example. Because of Federal rules for about half 
the families that we send checks to on AFDC, the States have no 
effective way to enforce our work rules, require child immuniza- 
tions or any number of other important actions to encourage re- 
sponsibility and self-reliance. The irony is that these Federal rules 
which are intended to protect children then actually hiul them by 
condemning their families to a life on welfare. 

The good news is that there is a way to solve this problem — block 
grants that allow the States the flexibility they need and have 
sought and demanded for so long. 

Mr. Chairman, I am encouraged by your leadership and that of 
this Subcommittee and other leaders in Congress who are willing 
to consider replacing a myriad of some 336 Federal programs such 
as AFDC, child care, food stamps, and job training, with 8 block 
grants. 

That pile of regulations that you saw represents only three pro- 
grams. We can only imagine what it would look like if we had the 
paperwork from all 336 programs. I probably wouldn’t be able to 
see this Subcommittee behind that pile of documents. I think that 
I speak for every Governor who has ever applied for a waiver when 
I say that change is needed and needed now. 

Second, real reform cannot burden taxpayers with spending in- 
creases or additional entitlements. Reform must save money, re- 
form can save money. Welfare reform can be a win-win for both the 
recipients and the taxpayers. In Michigan, our strategy to encour- 
age work over welfare saves taxpayers more than $100 million over 
the first 2 years. 

I would repeat that number because that is a shared savings be- 
tween State and Federal Government — $100 million. 

How much money can we save with nationwide reform? Plenty. 
In return for the flexibility of block grants. Governors have dis- 
cussed a freeze in Federal spending over a 5-year period. The re- 
sult, savings of tens of billions of dollars. 

Some say that reforms that save money are unfair and punish 
the poor. I think what is unfair is a system that condemns too 
many Americans to lives on welfare. 

Third, I think we should remember that Americans are the most 
generous people in the world. We seek to free the power and money 
that has been held captive in Washington, not to hoard it in cities 
and State capitals but to encourage innovation at the local level, 
in the neighborhoods, efforts that would include churches, syna- 
gogues and mosques and civic groups and families. It is obvious 
that government cannot be a parent and cannot replace the family, 
but government can become a partner. Working together as a com- 
munity we can tap the ability of each individual to help and to be 
responsible. 

Mr. Chairman and the Committee, I think ultimately this debate 
is about values and basic principles, about work, responsibility, 
freedom and independence. And make no mistake, most welfare cli- 
ents want to work and want to contribute. 

That leads me to the last point — the best welfare program is a 
private sector job. By limiting government, by cutting taxes and re- 
ducing the burden of regulation, we can create a climate of oppor- 
tunity that will allow aid recipients to leave the welfare rolls for 
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private pa3Tolls and at the same time a condition of receiving as- 
sistance must be a commitment to becoming a productive member 
of society. 

Bepnning in 1992 as a result of Federal waivers, AFDC recipi- 
ents in Michigan were asked to sign a social contract that commit- 
ted them to either working, training to work or volunteering for at 
least 20 hours a week. We also implemented incentives to make 
work pay. We eliminated disincentives to work, saving, to entrepre- 
neurship. Results so far have been impressive. Three out of four 
welfare parents voluntarily participated in the social contract. 
More than 1 out of 4 are working, earning income, compared to less 
than 1 in 10 nationwide. As a result, since the beginning of the 
program some 50,000 cases and last year more than 25,000 cases 
have been closed due to income from employment and welfare case- 
loads are now at the lowest level since 1988. 

We recently received additional waivers to make the social con- 
tract mandatory and even step up the emphasis on work as the 
first step toward independence. Grants will now be reduced or 
eliminated for those who fail to comply within the first year. 

As I pointed out earher, there are barriers in Federal law which 
limit our ability to make that as effective as we would like. There 
is no doubt that Michigan’s reform plan could serve as a model for 
the Nation. However, I don’t believe our approach ought to be 
forced on any States. 'Those decisions ought to be made at the State 
level, the local level, the family level. 

Should there be standards of accountability? Absolutely. Rigid 
rules, inflexible regulations? Absolutely not. The bottom line is set 
the States free. The Speaker said that the States are prepared to 
take back the responsibility if they are given the freedom to be re- 
sponsible. He is right and I know that Michigan is prepared, and 
I believe that America is ready as well. 

Thank you for the opportunity to come here today to answer your 
questions. I look forward to them. 

Thank you. 

Chairman Shaw. Thank you. Our next speaker will be Tom Car- 
per from the State of Delaware. 

Tom, you must feel somewhat vindicated from your work in the 
Congress in seeing this process finally moving forward. 

Governor Carper. I feel a sense of deja vu. I want to say thainks 
to you and to Members of the Subcommittee. 

Chairman Shaw. Your full statement will be made part of the 
record. 

STATEMENT OF HON. THOMAS R. CARPER, GOVERNOR, STATE 

OF DELAWARE 

Governor CARPER. It is good to be with all of you and good to see 
you again. The debate that we have entered into has potential cer- 
tainly for being contentious, potential for being divisive. It also 
ought to be a healthy debate. Judging from the first 15 or 20 min- 
utes of it, I sense this will be a healthy debate that will help us 
get closer to the kind of changes we want and need to make with 
respect to welfare in this country. 

I am not here to speaik for the National Governors’ Association. 
I don’t know that they have a policy on block grants. I think to the 
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extent that we do, it is probably in opposition to block grants in 
food and nutrition. We will be here spending time toward the end 
of the month talking about our welfare policy and some Glovemors 
who haven’t thought for 2 seconds about block grEinting any of 
these programs — some who are going to be Grovemors aren’t even 
Grovemors yet. They are trying to figure out how to find their of- 
fices and not whether to block grant anything. So we will have a 
chance to have a debate and some discussion among ourselves, par- 
ticularly when the new Grovemors come onboard. 

I don’t know enough personally about the legislation that I think 
the Republican majority side has been working on, the Personal 
Responsibility Act. I don’t know enough about it to be able to cri- 
tique it well. I have a couple of concerns about block grants that 
I would share with you later. I do have a lot of respect for some 
of the people that are working on your proposals and my gut tells 
me that we will be able in the end to work constructively together. 

With respect to block grants, I sense that there are some things 
that can be block granted. We have 150 Federal training programs 
that we may or may not participate in as States. I don’t think we 
need 150. The idea of block granting those can and does make a 
lot of sense. 

Another possibility, arguably some programs could be block 
granted. Others I think arguably should not be. You may want to 
consider giving States the flexibility to say if a particular State 
wants to have a block grant approach as opposed to an individual 
entitlement approach, let a couple of States experiment with it, see 
if they really do realize the cost savings that Governor Engler has 
been talking about, and let them be the guinea pig for the rest of 
the country. 

While I don’t know a whole lot about the legislation that the ma- 
jority of this Subcommittee is working on, I do know that the sys- 
tem that I think began in 1935 where we, with all good intention, 
began providing some assistance to widows, I think the first Social 
Security Act, that well-intended system has gone out of control and 
has led us to where we are today. In spite of efforts in 1988, it has 
led us to a place where our welfare system in spite of its good in- 
tentions really fosters dependency and it has to be changed. I hope 
that we can do that. 

When you think about people who are on welfare you say why 
should they get ofi? Consider this: In the past until recently if you 
got off of welfare and took a job, what do you gain? You gain the 
right to pay taxes, personal. Federal and State income taxes. You 
gain the right to pay Social Security taxes. What did you lose? 
Your health care, child care, you may lose your food stamps. You 
have no one to take care of your kids and you may lose a place to 
live. So the logical decision for a lot of folks on welfare, frankly, has 
been to stay on welfare. What we tried to do in 1988 and what we 
need to do in 1995 is to change the system of incentives and dis- 
incentives. 

I would like you to know what is going on in one little State up 
the road, Delaware, what we are trying to do. The Clinton adminis- 
tration, they have been good about giving waivers. Governor Engler 
talked about the waivers we need to get around the rules and regu- 
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lations that exist. This administration has been better I think than 
any administration in history in letting us experiment. 

It sure takes a lot of time and I know it takes a lot of their time 
to read all our waiver requests and figure out what they are going 
to waive or not waive. We have to simplify that if nothing else. In 
Delaware, we are going to start at the beginning and try to turn 
off the spigot. 

By that I mean begin diminishing the number of kids that are 
having children. Thirty percent of the kids born in our country last 
year and probably in Delaware as well, 30 percent were born to 
single parents, many to teenage parents, and that is not a sustain- 
able situation. If it continues to worsen in the future, heaven help 
us in this country. 

I don’t think there is a silver bullet on turning around teen preg- 
nancy, but I urge you as a Committee, just as I have urged the 
President, to take a leadership role in leading a national campaign 
against teenage pregnancy. I would urge you in your deliberations 
to also focus on how to turn off the spigot and begin reducing the 
incidence of teenage pregnancy. I don’t think it is the root of all 
evil, but I think it is a close second to whatever is. 

We shouldn’t be surprised that a lot of kids are getting pregnant. 
If you take these ingredients, raging hormones and add a diminish- 
ment in morality and the notion that people bring shame upon 
themselves becoming pregnant out of wedlock, added to what lads 
see in movies or on television these days. I am told the kid who 
watches an average amount of television and sees an average num- 
ber of movies in a year is exposed to 2,000 or 2,500 sexual episodes. 

The signal that the kids are getting from the media is go for it; 
there are no consequences and there is not much of a different 
message in many famihes coming the other way. We have a lot of 
kids who come home at the end of the schoolday without super- 
vision. Nobody is at home. We have a situation where a lot of 
young girls need and want somebody to love them and the idea of 
having a baby who will love and want and need them is desirable. 

You have got a lot of guys who are looking for a conquest in 
order to build their self-esteem. They do it by gaining a sexual con- 
quest and being able to brag about how many kids they have fa- 
thered. To make things worse is a welfare system which says if you 
have that child out of wedlock whether you are 13 or 33, we are 
going to provide a safety net for you and provide for your needs 
and the needs of your child to some degree, we should not be sur- 
prised that given that system where we are today as a country. 

Delaware, on the issue of teenage pregnancy, a couple of ways we 
propose to eliminate that. We are establishing a nonprofit private 
sector alliance. The alliance will include not just government but 
a lot of private sector corporations, we hope, nonprofit organiza- 
tions and the religious community in our State as well. We propose 
to begin a multimedia campaign probably on a lot of television 
shows and radio stations that you and I don’t watch or listen to but 
to get a message to encourage kids to postpone the age they become 
sexually active and literally to help kids develop the message. 

We will be holding a teen summit for teenagers from across the 
State to come and meet with their Grovemor and tell us what they 
think we should do. We will be asking them to develop 30-second 
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and 60-second videos where they will be able to put the names of 
their schools at the beginning of the videos to put out the message 
to encourage kids to wait, to remind them of the problems of pov- 
erty and disease and the need for parents to talk to their kids. We 
are going to kids who know best I think how to solve this problem 
to help us to deliver that message. 

We will be making changes in our school curriculum, asking 
college-age kids to come in and work with high school-age kids, 
college-age kids who have made the decision not to become preg- 
nant, to work with high schoolers to encourage them to make the 
same decision. We are going to have high schoolers who have made 
the decision not to become pregnant to work with junior high 
school children and to be role models and to teach skills to say no. 

Other things that we are doing to address the issue of teen preg- 
nancy, we are going to require in our waiver request that we are 
submitting to the Clinton administration at the end of this month, 
require kids to live at home not to be able to move out when they 
do become pregnant, require them as a condition to be eligible for 
AFDC to assist fully in determining paternity, and we are going to 
require them to stay in school, either a regular school or in an al- 
ternative degree program, in order to be ehgible for benefits and 
to the extent they don’t do that, the sanctions that we would im- 
pose are dramatic and eventually would wipe out entirely the 
AFDC grant that might be going to the parent, in this case to the 
grandparent, or the baby. 

We are working on the prevention side to prevent teenage preg- 
nancy. Among other things, parenting skills, providing a broad 
range of parenting skills for a lot of people who haven’t a clue how 
to raise a child. We are making it possible for 4-year-olds in our 
State in poverty to participate in Head Start, school reform initia- 
tives bringing hundreds, maybe thousands of mentors to the 
schools to be positive role models for kids who need them. We have 
a bunch of boys and girls clubs springing up around our State; PAL 
facilities, community facilities. The idea is to give kids something 
constructive to do. We can’t just impose sanctions, but we have to 
provide positive alternatives, and we are trying to do that in our 
State. 

Let me mention briefly the five principles that underlie our wel- 
fare reform initiative in Delaware. John spoke to one or two of 
these. One, people should be better off when they go to work, not 
worse off. Work should pay. 

Two, there should be some limits on benefits. There shouldn’t be 
a lifetime entitlement, but reasonable benefit time limits. We pro- 
pose that the time limits will change as the person gets older, that 
the time limit diminishes with the person’s age. 

Three, we like the idea of a social contract of mutual responsibil- 
ity. I am the welfare recipient, you are the State. For example, you, 
the State, offer to do certain things to help me, the welfare recipi- 
ent. For example, you will help me with my education, to get my 
high school degree, help v»dth job training, with job placement, 
maybe help me with some transportation to the job, some child 
care for my kids and make sime that we still have health care. 

That is your part of the social contract to me, the recipient. My 
responsibilities would be to take advantage of the education, take 
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advantage of the job training, take the job that is presented to me, 
even a minimum wage job, make sure my kids are in school and 
once I have the job, to work, not to quit the job. If I do, I will face 
sanctions. In some cases, I will face the complete total lifetime cut- 
off of AFDC eligibility. Make sure my kids are in school. Make sure 
my kids are getting immunized. That is part of the social contract. 
We are being forceful with sanctions if I choose not to participate. 

The fourth element is that both parents have a responsibility to 
support their children, both parents the custodial parent and the 
noncustodial parent in those cases where families are not living to- 
gether. 

Finally, all too often our policies in the past have encouraged the 
formation of one-parent families. When a gal gets pregnant, she 
marries the welfare office, not the guy who has fathered the child. 
We need to change the regulations so they encourage the mainte- 
nance and sustenance of two-parent families. 

What do we need from the Federal Government as States? We 
need your help. We need a national campaign against teenage 
pregnancy. I asked the President to be a national leader of that 
campaign and we need all of us working on that to deliver that 
message. 

Second, we need a strong economy. We need the kind of job 
growth that we have seen over the last couple of years. We need 
to see that continue. Nationally, I think we have 5 million new jobs 
in the last 2 years. 

In Delaware, we are up to 10,000 jobs in the last 12 months 
alone. We only have 10,000 families on AFDC and to the extent 
that we can create those kinds of jobs, we can better move welfare 
recipients into private sector jobs. I don’t want a public sector work 
force. I want private sector jobs. The need for the continued work 
on a strong economy is much appreciated. 

Earned income tax credit. Congress doesn’t get a lot of credit, the 
President doesn’t get a lot of credit sometimes when you do the 
right thing. You did the right thing with respect to the earned in- 
come tax credit last year. You have made it possible for me to say 
to the welfare recipient in my State, take the $4.25 an hour job. 
It is effectively a $6 an hour job because of the earned income tax 
credit. What would be real helpful, though, is for us to be able to 
bring the benefit forward so that I don’t have to wait until next 
year as a welfare recipient when I file my taxes, that I can actually 
see it in my paycheck on a regular basis. 

John is experimenting trying to bring the ITC forward and the 
Department of HHS is maybe issuing checks. But there has to be 
a less cumbersome way to do that. The important thing is, we have 
the ITC. Now let’s put it in a way that is effective and provides 
a real incentive in making work pay for recipients. 

I would like to be able to bundle some things, take the cash 
value of an AFDC grant or of food stamps or of child care for a par- 
ticular recipient and take part or all of that and give it to an em- 
ployer for a period of time. That employer would hire somebody, 
train them, bring them up to speed to be a productive employee, 
maybe provide onsite child care, provide health care for a compa- 
ny’s plan. We need that kind of flexibility. That would be helpful 
to be able to experiment with that. 
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We need help in my State. We will be spending more State 
money in the next couple of years on child care. We will be requir- 
ing girls to stay in high school, we will be requiring people to take 
jobs within a period. In doing that, we want to make sure that they 
do have child care so that the kids are well cared for. I want to 
make sure when a person takes a minimum wage job and leaves 
welfare they don’t walk off a cliff and lose their health care at some 
point. We will be spending more State money for Medicaid and 
would invite the Federal Grovemment to join us in that. 

We need help with interstate child support enforcement. Mine is 
a little State. You go 30 miles around northern Delaware you could 
be in Maryland, Pennsylvania or New Jersey. We do a good job in 
Delaware collecting child support enforcement for people in our 
State, but when they move across the line it is a lot more difficult. 
We need your help and we need the help of other States in order 
to be able to go and get the money for kids. 

We need to be able to do a Delaware plan or a Michigan plan 
without going through all this time and effort on our part and on 
the part of the Federal Government to get the waivers. A lot of the 
stuff we want to do, you give us a waiver for it. Don’t give us a 
waiver for it, but rewrite the law and rewrite regulations so we 
don’t need a waiver, so that we have the flexibility right from the 
start. And let’s use some of the people and the administration that 
spend so much of their time looking at waiver requests, instead of 
doing that and micromanagement, why don’t we let them figure out 
what is working in welfare reform, what programs, what States, 
what counties around the country are doing a good job of moving 
people from dependency to self-sufficiency and for them to maybe 
be a clearinghouse to shane ideas. 

A couple of concerns on block grants. I think some approaches 
lend themselves to block grsuits. I want to make sure that we are 
able to make more work pay, that a person is better off by taking 
a job, not worse off. 

I am concerned that we not inhibit the ability of us to do that 
by somehow block granting and not permitting AFDC maybe to 
grow and to continue for at least a little period of time. We expect 
to continue and let someone receive a portion of their AFDC grant 
when they take a minimum wage job until their income reaches a 
certain point. I want them to be better off from working, not worse 
off. 

Another concern, we are going to be spending more money on 
child care. Absolutely. We are willing to spend our State’s money 
and we think it is a good investment of our State’s money, a good 
investment of Federal money. My gut tells me that if we make that 
kind of investment, a couple of years from now we will be spending 
less for child care, but initially we expect to spend more. The same 
would be true with health care as we try to move people into pri- 
vate sector jobs which eventually will have health care. 

Also a concern on block granting recessions. I was elected. Rep- 
resentative Levin was elected in 1982. We were elected at the bot- 
tom of the worst recession since the Great Depression. The econ- 
omy will eventually go back into the tank, we just don’t know when 
or how far. I want to make sure that when that happens and our 
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caseloads are sort of naturally driven up, that we don’t end up 
without any kind of a life preserver. 

Flexibility in mandates. The kind of flexibility that I want also 
includes — ^let me say where we have been. In the past, if a State 
wanted to say we want to put a family cap in place, to say that 
if you are on welfare and you have more kids we are not going to 
pay you more money — in the past we have been prohibited from 
doing that. The Clinton administration gave us waivers to let us 
experiment with that, but we have been prohibited from putting in 
place a family cap. Now we talk about an arrangement where we 
impose automatically, we don’t give a State any alternative from 
having a family cap. We go from one extreme to the other and that 
is not my definition of flexibility. 

Another example of where we have been, in the past our system 
has been one where we say look if a teenager has a child we will 
provide the full range of benefits for that teenager and that child. 
We sort of go from that mandate in that one direction to a potential 
mandate saying that if a State even wanted to provide benefits or 
assistance to a 13- or 14- or 15-year-old kid who has a baby, you 
are prohibited from doing that. 

So we take away our flexibility, but we do it in another direction, 
and I don’t think that is what most Americans want. I don’t think 
that is what we want to do in Delaware. As John says, most wel- 
fare recipients want to work. I think the people of this country and 
the people of my State want to help them work. We expect them 
to work. We want to prepare them to work and to help prepare 
them for work. We want for them to go to work, we want them stay 
at work. We don’t begrudge helping people, but we want and expect 
them to go to work and to stay at work. 

Last, we need to work together. I found in 1988, I was frustrated 
in our efforts to try to reach a middle ground. We started off with 
a democratic position on welfare reform and in the end we voted 
in two options, a democratic plan which was maybe on the love side 
of the tough love scale, and then we had a Republican plan, which 
was probably on the tough side of the tough love scale, and we real- 
ly didn’t have an alternative to do anything in between. 

I hope that Governor Engler, working with other Governors and 
with all of you, can find a way not to polarize this issue but to find 
a way to work together and I think there is common ground and 
common threads that we ought to be able to do that and I think 
this is a good start today. 

Chairman Shaw. Thank you both. I am confident the two of you 
could sit down and draw up a plan this afternoon. 

Mr. Camp. 

Mr. Camp. I thank the Chairman for yielding and I welcome the 
Governors, my former colleague Governor Carper and Governor 
Engler, thank you. 

We are not only from Michigan, but we are from the same part 
of Michigan. I thank you for the bold leadership you have shown 
in our State and that you have brought not only to the issue of wel- 
fare, but other issues that have made a positive difference for peo- 
ple in our State. These are the Federal child welfare regulations 
only, 18% pounds. It cost almost $20 to mail one package of these 
to you in Lansing. So we do have a problem. And I appreciate. Gov- 



20 


ernor Carper, you are saying that we need to rewrite the law so 
you don’t need a waiver. That is what we hope to do. 

Governor Engler, have you been denied — we heard Secretary 
Shalala testify about the number of waivers the Federal Govern- 
ment has granted. Throughout your application, can you tell us a 
little bit about what that waiver process is like? Is it complex? Are 
you ever denied waivers? 

Governor Engler. I think that we have two sets of waivers ap- 
proved; one under the Bush administration in 1992, and last fall 
under the Clinton administration. In both instances, the adminis- 
trations were willing to work with us and cooperative in the White 
House, but HHS and their process is ridiculous. It is a process that 
needs to be eliminated. 

Why do we need Washington to say please let us reform our pro- 
grams? I think that we ought to get rid of the process. What I 
would call for in a block grant is to eliminate the filing of a State 
plan in Washington where it has to be approved by Federal offi- 
cials; let each State write their own plan and keep it on file in their 
capitals and make it available. 

I certainly accept accountability for how funds are expended, but 
I think that everything that Governor Carper suggested in terms 
of flexibility ought to be the decision of the respective States. One 
size doesn’t fit all. We can work through a waiver process, but 
why? Is it just to keep bureaucrats busy? 

If we are looking to cut the budget, I say turn the power back 
to the States and get rid of the bureaucrats. We have a lot of inter- 
est groups who follow welfare systems, let them analyze which pro- 
grams work and which don’t. We don’t need paid Federal officials 
to do that for us. I think that is how we get started on bringing 
this Federal deficit under control. We need to get rid of unneeded 
and duplicative services that are being performed in Washington 
that aren’t contributing any solutions at all. 

Mr. Camp. What is your view on requiring job training as op- 
posed to requiring work and if a block grant for those job training 
programs were given to Michigan or to the States, would you, as 
part of the plan, craft a program that emphasized training and 
education? 

Governor Engler. Again, I think that a State would be well ad- 
vised to have that. It is a core of what I think virtually every State 
is doing. We recognize — we both said that today — that the best wel- 
fare program is a job. This shouldn’t be about a competition to see 
who has the best welfare in the Nation, but who has got the most 
jobs and how do we get people working. 

To the question of should Congress mandate that, I want to be 
somewhat consistent taking perhaps a more conservative viewpoint 
than even the Committee majority might choose to take, that is, let 
the States decide that. I think we would all decide to have a work 
program, but let us decide it, let us craft it. If you want to say that 
we should have one, fine, but don’t invite Federal bureaucrats in 
to define what kind of program we should have. 

Mr. Camp. In Michigan, what has been some of the reaction not 
only through the welfare infrastructure which we call the Depart- 
ment of Social Services, caseworkers and others and their clients 
in terms of participation rates and your social contract, \vith em- 
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ployment and can you give us an idea of how your reforms and the 
changes they have made have impacted people? 

Governor Engler. The social contract was implemented October 
1992 under the Bush administration waivers. It was a voluntary 
program and we have been getting participation as high as 70 per- 
cent. What is the social contract? 

To siunmarize, it is almost a reciprocal agreement. Someone 
comes into one of oiur offices and says I need help; we say we will 
help you if you meet the qualifications for help, and if we help you, 
you have a reciprocal obligation that you must help by either going 
to work, by training to go to work or becoming a volunteer. We 
have ended the process of simply sending a check to that person’s 
home and saying let us know when we should stop sending the 
check. We have had good participation in that. 

The reaction on the part of the professionals in the bureaucracy 
I think started out to be quite skeptical. Most of our workers who 
have been with us any period of time have been through all those 
regulations that you are holding up and they have seen these pro- 
grams change almost annually and are almost beaten down by the 
process. We say we are going to clear away some of these obstacles 
that prevent people from working whether it was on income dis- 
regards or limitation on how many hours you could work in a 
month or whether or not there could be two people in a home. 

We took social workers and put them back on the focus of why 
they went into social work in the first place. There is ^eat skep- 
ticism in the States about ever getting the Federal grip off their 
throat but there is great enthusiasm for that prospect. So we view 
this short period of time as critically important and one of the rea- 
sons there is, at least on my part, a sense of urgency is I think 
there are those in the Nation who are comfortable coming to Wash- 
ington trying to set social policy for America in all of our States. 
Vffiat we are saying is turn that back to the States. And they are 
reluctant to travel to Lansing and Springfield and other parts of 
the hinterlands that they have perhaps never visited, but I think 
to have to go to Tallahassee might be an enlightening experience 
for someone who spent their entire career in Washington, DC. 

Chairman Shaw. The time of the gentleman has expired. 

Mr. Ford. 

Mr. Ford. Governor Carper you mentioned in your testimony 
about the flexibility that we should give States. But, I guess, in the 
closing remarks of your statement you went beyond that and talked 
about the flexibility and having some type of Federal guidelines as 
we might give the States this flexibility. Are you speaking of this 
flexibility in the AFDC Program itself on how we go from one ex- 
treme in current policy of public welfare into a new block granting 
program that is being talked about under the Contract With Amer- 
ica? 

Governor Carper. If we are not careful, what we may end up 
with is having to replace one overly prescriptive approach for an- 
other overly prescriptive approach and I don’t think that is what 
we want or need. In the State of New Jersey, a year or so ago they 
decided they wanted to experiment with the approach to a family 
cap, to say if a welfare recipient on welfare became pregnant after 
a year or so, that they would not increase the size of the grant to 
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that family, to see what effect, if any, it would have on discourag- 
ing a second or third pregnancy for welfare recipients. The law of 
the country said you can’t do that. The then-Govemor of Florida 
had to work hard with the administration to try to get relief from 
that restriction. 

For us to go from that position to an approach saying to a State 
you may not increase the size of a welfare grant to someone who 
is having a second or third child while they are on welfare, I think 
that goes too far in the other direction. We want the flexibility to 
figure out what works best in Delaware or Michigan. In my State 
we may want to experiment in a couple of years with the idea of 
not providing a full range of benefits for 

Mr. Ford. But the block grant program would give you all that 
flexibility would it not? 

Governor Carper. I speak not knowing what the Personal Re- 
sponsibility Act says or does in detail. I am somewhat familiar with 
the so-called Contract With America where States, as I understand 
it, would be denied the ability even if they wanted to provide bene- 
fits for a teenager who had a child who was bom. 

Mr. Ford. What about that? The teenage pregnancy campaign 
that you talked about, we can’t just say no to sex and think that 
woxild be a national campaign. Out-of-wedlock birth among teen- 
agers is growing rapidly. How do we address that in this legislation 
and what t 3 T)e of national campaign is needed? 

Governor Carper. I talked about the 2,500 sexual episodes kids 
are exposed to every year where the message is go for it and there 
are no consequences. I think we have to show that there is a con- 
sequence. Here is a message I take to kids in junior high schools 
and high schools around our State. If a 16-year-old girl becomes 
pregnant and drops out of school and does not marry, the likelihood 
that she and her family will live in poverty is almost 80 percent. 
If that same 16-year-old girl does not become pregnant, finishes 
high school, waits until 20 to have a child and marries, the fikeli- 
hood of poverty is 8 percent. That is the kind of message I would 
hke us to offer over and over again. 

I think eventually that kind of message sinks in. That is part of 
the message that I think we have to deliver, that there are con- 
sequences to teenage pregnancy. The consequences are living in 
poverty, the consequences are they end up dropping out of school, 
more likely to become drug addicted and more likely to be in prison 
and on welfare. 

Mr. Ford. What about the State of Delaware as it relates to child 
support enforcement? Have you had a problem when you try to col- 
lect child support pa 3 Tnents when people leave Delaware? 

Governor Carper. That is a tough one. We are a little State. We 
are about 40 miles wide and 100 miles long. We have about as 
many people, maybe a few more than the average congressional 
district. When someone moves across that border, it gets very dif- 
ficult to go after a noncustodial parent and make sure they are 
pa^ng what is owed. I am told that there is close to $50 billion in 
child support enforcement orders that are in place. We are only de- 
livering a fourth of the money to children and to families that are 
owed that money. We need to do a better job. To the extent that 
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we can do a better job — ^you can help us do a better job collecting 
that money that potentially is less of a drain on taxpayers. 

Mr. Ford. Will States do a better job with this block grant pro- 
gram if it is implemented to protect the children of this country 
who are at risk? 

Governor CARPER. I am not confident that we will and I have a 
healthy skepticism that we will. I am going to withhold final judg- 
ment until I know more about the actual proposal. 

Mr. Ford. Should we continue a strong Federal support pro- 
gram? 

Gk)vemor Carper. We need to strengthen our ability to work to- 
gether across State hues, and I think there is an appropriate role 
for the Federal Government in interstate collection of child support 
that is ordered. 

Mr. Ford. Governor Engler, you talked about reform can save 
money, welfare reform can be a win-win for both recipients and 
taxpayers and in Michigan our strategy to encourage work over 
welfare has saved taxpayers more than $100 million over the first 
2 years. Isn’t it true that you eliminated the general assistance 
program where you save a lot of money and just cut people com- 
pletely off? Isn’t it true that you took kids off AFDC and put them 
on Supplemental Security Income, that they receive checks, and 
that makes up the $100 million savings that you might have in 
Michigan? 

Governor Engler. No. Let me separate the two. 

It is true we had general assistance in Michigan, a program that 
paid cash benefits to single, able-bodied adults primarily, and we 
saved a quarter of a million dollars annually on that, but I don’t 
include that in savings because that is a savings approaching $1 
billion, getting rid of that program. We actually used — that was a 
Michigan-funded program. We did not have a Federal partner on 
that program. 

We ploughed back much of that savings into supporting benefit 
levels on the AFDC side and the savings I referred to are a result 
of a cost neutrality, a study that we have done of our Federal waiv- 
ers. We were required to do this report as part of the Federal waiv- 
ers received in 1992 and this is showing the $100 million savings 
that I referenced and those are AFDC, Medicaid and food stamp 
savings. 

Mr. Ford. Many of these kids left AFDC and went on SSI; is 
that correct? 

Governor Engler. No. We certainly have children who qualify. 
SSI is a Federal program. We don’t write the rules for that. 

We try to comply fully with SSI. If somebody qualifies, of course 
we want them to take advantage of the program but the savings 
I refer to are programmatic as a result of work requirements and 
some of the methodology shows how we have saved on both admin- 
istrative and cash costs because we have been moving people out 
of welfare into work. 

Mr. Ford. The sanctions, and you mentioned in one of the exam- 
ples, this woman who was offered a job in this program and that 
is what we must do in this welfare reform package; able-bodied 
men and women must go to work if the job opportunity is pre- 
sented to them. We understand that. What are the alternatives 
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that we must put into this new welfare policy that will make this 
happen? You said there was a decrease in section 8 rent and an 
increase in food stamps. So where the savings comes in, I don’t 
know, from the Federal perspective on it. 

Governor Engler. 1 would say that we probably ought to, first 
of all, repeal from the food stamp law the requirement that we 
can’t penalize or reduce food stamp benefits for a family where 
there is a child under the age of 6. I think if there is a child under 
the age of 6, but the parent says I am not going to work, we ought 
to be able to sanction the family. That is one specific change that 
can be made. 

I think we should have an opportunity to perhaps say that sec- 
tion 8 eligibility is contingent upon going to work if work is avail- 
able as opposed to that becoming an entitlement that lasts forever. 
In other words, give us the flexibility, we will put those kinds of 
changes in. We may do it differently than other States, but that is 
fine because we will have 50 different laboratories of innovation at 
work trying to crack what has been a pervasive problem. 

I think for those that defend the current system the burden of 
proof is on them to defend the failed system. I think those arguing 
for change and reform do so against a backdrop we know that what 
we are replacing doesn’t work. To presume that those who want to 
defend the current system should be given debating points for say- 
ing those who propose change have to overcome some burden, I 
think that is false. 

Mr. Ford. Do you support the family cap? 

Governor Engler. I would leave that up to the States. I think 
that New Jersey’s approach that we didn’t apply for a waiver to get 
a family cap, we are very interested in what is happening in New 
Jersey. I ^ess I think that we ought to have the availability of all 
of these different experiments around the Nation to say do we want 
to go with a family cap or not. 

I am not necessarily troubled by that, but it just isn’t the strat- 
egy that we have employed at this point, just like cutting off bene- 
fits for a teenager who becomes pregnant. That is not a strategy 
that we have sought to employ. I would like to see how it works 
in a State that does try that, but we have a strategy and a plan 
that we think is working pretty well for us and more importantly 
it is getting people off welfare. 

Fifty thousand AFDC places closed in the last 2 years and that 
is the direction we ought to go. If we could take these 154 training 
pro^ams, block grant those, we could do a much better job with 
the job training money that Congress is sending out there and we 
could improve the program dramatically just by getting rid of the 
administrative costs. 

Mr. Ford. The time has expired for me. 

One thing, Mr. Chairman, Mr. Camp, you mentioned about the 
18, 19 inches of child welfare amendments. I just want to state for 
the record, unless you mean welfare issues that are pertaining to 
this particular bill, child welfare amendments are not included and 
not a part of this debate in welfare reform. Those are not issues 
that we are taking up before this Committee on welfare reform, if 
I am correct on that, Mr. Chairman. 

Mr. Shaw. Mr. McCrery. 
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Mr. McCrery. Thank you, Mr. Chairman, and thank you. Gov- 
ernors. Thank you for coming and sharing with us your views 
today, and congratulations on your efforts to change the welfare 
programs in your States. And evidently you have had some degree 
of success. 

The question, though, that keeps coming back to me as a Mem- 
ber of Congress and as a policjmiaker at the Federal level, when 
we talk about block grants, and certainly I don’t want to give you 
the impression that I am going to oppose block grants, I like the 
concept generally, but if you say just give us the money, no regula- 
tions, no strings attached and we can do a better job, that may be, 
although the question I get from the press occasionally, for exam- 
ple, is; Can we trust the States to do the job with the money? 

Isn’t that why the Federal Government took over this respon- 
sibility in the first place, because the States were not fulfilling that 
responsibility? 

C^vemor Carper. Could I answer that? 

Mr. McCrery. Let me just complete the question because I want 
you to address both parts of it. Another part of the question is: If 
we raise the revenues, if we impose the taxes at the Federal level, 
why shouldn’t we control the program? Is the answer for us to cut 
taxes at the Federal level and allow you to raise taxes at the State 
level to fund your own welfare programs? 

Perhaps that would be a way to cut the Federal deficit. It sounds 
good to me. I will let you comment on that. 

Governor Carper. I will comment if I could. An entitlement pro- 
gram is as much a financing mechanism as an 5 d;hing else. If a Fed- 
eral Government gives money to a State or local government or to 
an individual, funds 100 percent, we should not expect nec- 
essarily — you should not expect that the money is going to be well 
used. If you don’t require of the State or local government or the 
individual, you may be unpleasantly surprised with the abuses that 
occur. Child care and AFDC and Medicaid, the States are your 
partner in this financing mechanism that we call entitlement. 

We essentially fund half of it. If we want a more generous bene- 
fit, we have to pay for half of it. The Feds match that. But it is 
real important that you continue to ask the States to be full part- 
ners in paying for this stuff, otherwise you will find that the money 
is misspent far more than is already the case. 

Governor Engler. I would approach it from this way if I could. 
Congressman. I am not sure that the Federal rationale was at all 
that the States weren’t doing their jobs. I mean, certainly I would 
point out to the Committee that if there were Federal concern 
about how effective State programs were, there probably would 
have long ago been an effort to federalize the level of benefits. 
There is more than a 100-percent variation between States on ben- 
efit levels, so clearly once you federalize, there are rules and regu- 
lations. 

And I just think that the power that has been accumulated in 
Washington is in part in this area like in so many other areas an 
effort to control programs and to control money that isn’t being 
raised by Congress. In effect, what I think has happened is your 
rules and regulations are not only controlling the money you are 
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spending, but they are also controlling the money being raised in 
the States. 

And I would take the deal in a minute if you said to me you will 
release the revenue source and turn both the source of the revenue 
and the program back to the States. We can make that deal and 
shake hands right now. 

I fear, though, with your $4.5 trillion in debt in Washington that 
you perhaps need that revenue som-ce to retire some of your debt, 
which I support and applaud the balanced budget amendment. You 
probably can’t unhook quite as easily or quickly as you or I might 
like, therefore, how do we transition from a system that has been 
federalized to a system that is filled with innovation and allows us 
to get at the real purpose of welfare, and that is to get people out 
of poverty and break that pernicious cycle, and I think that is turn- 
ing it back. 

I think the States have to come back to the table and say we are 
willing to be part of this, given the context of the whole Federal 
budget, and that is where at least I have been willing individually 
to say we are willing to engage in a discussion about some type of 
level funding or inflation funding, but nothing like the Congres- 
sional Budget Office estimates of what these programs are costing 
out into the future. 

We think that the tradeoff may be appropriate because we think 
there is that much savings that is potentially there with the free- 
dom and flexibility. We also think the public is — the Kaiser Foun- 
dation just this week, it was out yesterday, released a survey that 
they took, a national survey in January of this year. State versus 
Federal Government, regarding welfare reforms, do you think gov- 
ernment officials should experiment at the State level, 52 percent; 
reform at the national level, 29 percent. 

I think there is overwhelming public support for letting the 
States tackle this problem. We just need the elected representa- 
tives from the States who serve in Washington to stand with us on 
this question. 

Governor CARPER. Mr. McCrery, you may want to consider for 
the Federal Government to give States objectives, certain bench- 
marks, objectives for us to achieve in order to be eligible for a full 
range of funding. One idea that comes to mind is to require us to 
reach a certain percentage of determination of paternity in order 
to fully participate. Those are the kinds of things I think make 
sense. 

Mr. McCrery. So you do recognize some role for standards, ob- 
jectives, goals at least at the Federal level as long as we are provid- 
ing the tax revenues. 

Gk)vemor Engler. Part of the tax revenues. 

Mr. Shaw. The time of the gentleman has expired. 

Mrs. Kennelly. 

Mrs. Kennelly. Thank you, Mr. Chairman. 

Governor Engler, the Department of Health and Human Services 
has provided this Committee with a table that takes a hypothetical 
look at individual States, whether if they had been frozen as is 
being suggested today with the block grant approach in 1988, what 
would have happened to them by 1993. 

[The following was subsequently received:] 
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Hypothetical Impact in FY 1993 if an AFDC Block Giant Provision Similar to the Block Grant 
Option in the Peraonal Responsibility Act Had Been Adopted in IT 1988 Using FY 1987 Funding Levels 


(aiiirtiints in millions) 


State 

FY 1993: Actual 
Federal Payments 

Block Grant: 103% 
ofFY 87 Level 

Difference |||| 


Alabami 

$79 

$57 

($22) 

-28% 

Alaska 

$60 

$29 

($31) 

-57% 

Arizona 


$65 

($135) 

-67% 

Arkansas 

$50 

$42 

($8) 

-76% 

California 

$3,205 

$2,157 

($1,048) 

-55% 

Colorado 

$102 

$70 

($32) 

-57% 


$207 

$124 

($83) 

- 40 % 


$23 

$15 

($8) 

- 35 % 

Diet, of Columbia 

$67 

$52 

($15) 

- 22 % 

Florida 

$517 

$202 

($315) 

- 61 % 

Georgia 

$297 

$189 

($109) 

-57% 

Guam 

$8 

$3 

($5) 

-65% 

Hawaii 

$76 

$38 

($38) 

- 50 % 

Idaho 

$24 

$18 

($7) 

- 28 % 

Dlinois 

$487 

$487 

$0 

0 % 

Ififttana 

$158 

$111 

($47) 

- 30 % 

Iowa 

$111 

$110 

($1) 

-7% 

Kansas 

$84 

$56 

($28) 

-55% 

Kentucky 

$166 

$110 

($56) 

- 34 % 

Lousiana 

$141 

$129 

($12) 

- 8 % 

Maine 

$75 

$62 

($14) 

• 18 % 

Maryland 

$190 

$147 

($44) 

- 23 % 


$408 

$303 

($106) 

- 26 % 

Michigan 

$751 

$777 

$26 

3 % 

Mitmfanta 

$239 

$198 

($41) 

- 17 % 

Missiuippi 

$75 

$69 

($6) 

- 8 % 

Missouri 

$189 

$146 

($43) 

- 23 % 

Montana 

$37 

$30 

($7) 

- 19 % 


NOTES: 

The table esthiiatei, for FY 1993, the hypothetical hqaet of a mandatory AFDC block giant provision 
timilai to the block grant option in the Personal Re^onsibility Act. nnplementation 

of the provision in FY 1988. The level of die block grant for each State is set at 103 percem of 
FY 1987 Federal payments for AFDC benefits and administration, unadjusted for inflation. 


The Family Stqrpoit Act was not in effect during FY 1987. To avoid overstating 

the impact of a block grant. Federal payments for AFDC work activities (WIN/JOBS) and 

AFDC‘ielated child care are not included in either column. 
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Hypothetical Impact in FY 1993 if an AFDC Block Grant Provision Similar to the Block Cram 
Option in the Personal Responsibility Act Had Been Adopted in FY 1988 Using FY 1987 Funding Levels 


(amounts in millions) 


State 

FY 1993: Actual 
Federal Payments 

Block Grant: 103% 

of FY 87 Level 

Difference m|| 

1 

Nebraska 

$46 

$41 

($5) 

-11% 

Nevada 

$28 

$10 

(SIT) 

-63% 

New Hampshire 

$31 

$12 

($19) 

-61% 

New Jersey 

$341 

$298 

($43) 

-13% 

New Mexico 

$94 

$45 

($49) 

-52% 

New York 

$1,684 

$1,268 

($416) 

-25% 

North Carolina 

$263 

$154 

($109) 

■41% 

North Dakota 

$22 

$14 

($8) 

-38% 

Ohio 

$626 

$522 

($105) 

-17% 

niclahnma 

$140 

$84 

($55) 

■40% 

Oregon 

$146 

$92 

($53) 

-37% 

Pennsylvania 

$361 

$506 

($56) 

-10% 

Puerto Rko 

$65 

$59 

m 

-10% 

Rhode Island 

$75 

$50 

($25) 

-33% 

South Carolina 

$92 

$86 

($6) 

■6% 

South Dakota 

$19 

$17 

($3) 

-14% 

Tennessee 

$166 

$95 

($71) 

■43% 

Texas 

$385 

$207 

($178) 

■46% 

Utah 

$67 

$51 

($15) 

-23% 

Vennont 

$42 

$31 

($11) 

-26% 

Virgin Islands 

$3 

$2 

($1) 

-26% 

VirginU 

$138 

$117 

($20) 

■15% 

Washington 

$365 

$239 

($126) 

-35% 

West Virginia 

$97 

$87 

($10) 

-10% 

Wisconsin 

$289 

$348 

$58 

20% 

WyOTiing 

$19 

$11 

($8) 

■43% 

U.S. TOTAL 

$13,834 

$10,243 

($3,591) 

-26% 


NOTES: 

The table estimates, for FY 1993, Che hypothetical inquct of a mandatory AFDC block grant provision 
similar to the block grant option in the Personal Responsibility Act, smiming implementation 
of the provision in FY 1988. The level of the block grant for each State is set at 103 percent of 
FY 1987 Federal payments for AFDC benefits and administration, unadjusted for inflation. 


The Family Support Act was not in eftea during FY 1987. To avoid overstating 

the impaa of a block grant. Federal payments for AFDC work activities (WIN/JOBS) and 

AFDC-reiated child care are not included in either cotunm. 
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Mrs. Kennelly. Your State, it is a plus three in Federal funding. 
Another State gets a plus. Another State gets a zero change. Forty- 
seven States get a real minus, my own in the range of 40, Florida 
in the range of minus 61 percent of Federal funding. We know that 
people don’t like the income tax but they really don’t like increas- 
ing the State income taxes, and property taxes are an anathema. 

So what would you suggest to my Governor, Governor Rowland? 
We know you come out good because you had that recession much 
earlier than most of the States, that is the way it is resolved. What 
would you say to Governor Rowland who is looking at a block grant 
and realizes he is still in recession and still got problems, that he 
could lose 41 percent of funding and would have to pick it up some- 
where else. 

Governor Engler. I haven’t seen the HHS chart. I would like a 
copy of that to look at it. I would certainly say to Governor Row- 
land and other Governors, we really have to take ourselves where 
we find ourselves today. The historical information is helpful and 
it may be a predictor that it doesn’t work free and easy for every- 
one, but I also think that the risk that we have as States in this 
process — and in fact it converges interestingly to some political 
agendas — would be that nothing happens, that there be no change 
in Federal rules, regulations, that we continue with the federalized 
system and we pretty much maintain the status quo. 

At the end of the day, though, then my fear is that the budget 
process kicks in and we say, you know, that deficit, recognizing we 
are going to have to deal with that so why don’t we cut these pro- 
grams 15 percent across the board. And I think the consequences 
of that for Governor Rowland or Governor Engler or for Governor 
Carper are pretty devastating. 

If we get across-the-board reductions and no freedom or flexibil- 
ity, then we really are up against the wall. I am trying to put this 
in context, and a lot of this has to do with what are we going to 
assume that Congress and the administration might do with social 
welfare programs or other programs that affect jointly held pro- 
grams between the States and the Federal Government. 

I think that Governor Rowland’s situation or other Governors out 
there and I have talked to Governors, many of them across the 
country, about — and I think there is a lot of uncertainty about 
what this means, but there is also a lot of uncertainty about what 
the status quo means in terms of funding. There is 100 percent cer- 
tainty about what the status quo means in terms of ability to run 
our programs at the State level. It means we can’t innovate the 
way we would like or be creative the way we would like to or begin 
to solve the problems the way we would like to. 

We know the status quo doesn’t work and we assume it is going 
to change. The question is how. And I guess I come down on the 
side of maximum flexibility and we work out these problems. 

I realize this is a deliberative process, we hope, between the Gov- 
ernors, among Governors and Members of Congress, Members of 
the Senate, that we can come to an amicable resolution on this and 
have the President sign it. 

Mrs. Kennelly. Thank you. Governor. The point of the chart I 
think, I should be fair to say to you, is what happens when there 
is a recession and you have a block grant. When I met Sandy 
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Levin, and I have worked with him for years and you are very 
lucky to have him represent your State, you were in deep recession 
and I can remember his being so concerned. 

Now I am in that situation. So my point is that block grants, you 
really have to worry about recession and I think have to work to- 
gether to look at that. 

Taking you up on what you just partially said in the answer, if 
you look at the Contract, you were asked, Mr. Ford asked you 
about the family cap. That means an additional baby. 

Governor Engler. Right. 

Mrs. Kennelly. When you are talking about a family cap, when 
you are talking about establishing paternity, even if the mother at- 
tempts to establish paternity, if a State doesn’t establish paternity, 
you can’t get these things. 

There is a list of things the Contract mandates. So what you are 
saying, the flexibility gets lost. If you mandated this whole list of 
things, you just exchange one list of things for another list of 
things. 

Gk)vemor Engler. Exactly right. I mean, I have described it this 
way; Six months ago we had a majority that wanted to proscribe 
benefits. Now we have got a majority that wants to proscribe be- 
havior. We are still in the proscribing business. I am saying, let’s 
sever that in terms of the relationship between the States. 

Unless the Committee is willing to say there is a State in Amer- 
ica that can’t be trusted to run their program and it is this State 
or that State or these combinations of States, under oim system, 
the way I think the Founding Fathers envisioned it, they thought 
States played pretty significant roles in these kinds of issues. 

I for one am ready to leave the Congress to deal with Bosnia and 
the Middle East and Russia and a number of these issues, but let 
the domestic policy largely be the province of the States. 

Mrs. Kennelly. Thank you. Governor. 

Mr. Shaw. Mr. Collins. 

Mr. Collins. Thank you, Mr. Chairman. 

I thank each of you for being here and respect the jobs that you 
have and the challenges that you have in each of your States. I 
think it is evident by the Chairman to begin with the Contract it- 
self as a basis for the hearings. Also the purpose of the hearings 
is to receive input from you and many others so that we can derive 
a final document. 

Also, it is pretty evident there is a difference in each of you as 
far as your States, as far as your philosophy, and I am sure we will 
find that as we talk to many other Governors across the States and 
across the country. 

Along with flexibility comes accountability. The only way I know 
to measure accoimtability is by results, and I think the results of 
the current system is why we have accountability on November 8. 
A lot of people were held accountable. 

If we block grant down to each State with true flexibility, that 
same t3T)e of accountability is going to be shifted to you and other 
Governors and to legislatures across the country. But you men- 
tioned, Governor Engler, accountability in your comments. 

What measures of accountability do you envision, and you, too. 
Governor Carper, as a method of reporting back to the Congress in- 
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terim results, or should we wait for final results or what should be 
a period of interim reports so we can know exactly what is going 
on? 

Grovemor Engler. Congressman, I think your question goes right 
to the heart of it, and I appreciate the question and the insight 
that it represents because I think Governor Carper mentioned 
benchmarks. I mean, what are the criteria? What are the percent- 
age of illegitimate births in the State, how many cases, percent of 
caseload working, you know, what are the benchmarks that we 
want to pick? 

I am willing to — certainly any of those that are mentioned, I am 
willing to take a number of those areas and say, let’s say that each 
State has to have a work program and has to report back on the 
effect or the impact of that work program. 

I tell you today in our AFDC Program, the last December data 
shows 26.1 percent of our AFDC cases where the parent is working, 
earning income in the private sector. The average earnings, inter- 
estingly enough, were in excess, have been consistently in excess 
of about $400. So those are the folks that are getting ready to go 
off and we are holding that percentage constant despite the fact 
that the total number of people on public assistance has been drop- 
ping, 25,000 last year from some 50,000 over 2 years. We will give 
you that kind of data. 

States are very competitive. The one thing that you can say 
about Governors, I suspect is true with Members of Congress, but 
the Governors, everybody is watching what is happening over in 
the Great Lakes re^on, what is going on in Wisconsin, what are 
they doing in Illinois, what is Ohio up to. And those kind of com- 
parisons are the kind that we ought to be focusing on and we ought 
to be able to report to the Nation. 

And then the accountability really comes at the polls. It has not 
been 40 years in most States since we had a change of control in 
legislative chambers or Governors’ offices. Those tend to go back 
and forth as pubhc moods and performance is evaluated. 

So I think that is where you get the direct kind of accountability, 
that it becomes an issue. If I rank consistently 45th in terms of the 
number of people that are working and we had a 16-percent drop 
in minority infant mortality this year, which was the largest drop 
in the Nation, we were excited about that and we told everybody 
that would listen. That is the kind of accoimtability. 

Let us report that to you, and then you could call in those who 
would give us the exposure and publicity for the successes. 

Governor Carper. Mr. Congressman, if I were in your shoes 
today, and I almost was, today, if I were in your shoes today, I 
would be interested, as I mentioned already, in requiring us to set 
objectives perhaps with determination of paternity. 

You may want to consider setting objectives with respect to re- 
ductions in teen pregnancy. You may want to set objectives, meas- 
imable objectives that deal with reducing caseloads or reducing the 
amount of time that people spend on welfare, on AFDC. Those are 
the kinds of reasonable objectives that I think that I would want 
to set if I were, again, in your shoes. 

Governor Engler. Administrative costs, too. 
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Governor Carper. Let me caution us, though, the notion of block 
granting everything, I am not sure that the block granting always 
leads to flexibility. I am going back to 1982 when Representative 
Levin and I came to this place and the situation in Michigan was 
a whole lot different than it is today. The kind of strong job growth 
that Michigan has experienced in the last 2 years we sure were not 
expecting in 1982. 

Some time in the future, this country, his State and my State, 
will find ourselves where we were in 1982. And at that point in 
time, keep in mind if we have a block grant situation and our coun- 
try is operating under a balanced budget amendment — and I hope 
we will be under some kind of a balanced budget amendment, I 
hope a responsible one — but what are we going to do when the un- 
emplo 3 mient rate is exceeding 10 percent, new families, people who 
desperately want to work if they can find a job to help support 
themselves and they are trying to find a place to work and we have 
no ability or very limited ability as thousands or tens of thousands 
of new people are added to our caseloads, whether it is food stamp 
needs or AFDC needs or their child care needs. It is something we 
have got to keep in mind as we consider block granting, particu- 
larly the concern about a recession. 

We used to be pretty good around here about adopting stimulus 
packages when the recession was over. It reminds me of the old 
saying about editorializing: The soldiers that came in when the 
battle was over and shot the wounded. We used to be pretty good 
at passing antirecession packages here when the recession was al- 
most over and we didn’t need the stimulation. You have got to be 
real careful about putting in place a block grant program that fi- 
nally provides relief to States in a recession to help us with our ad- 
ditional caseload when the recession is over. 

Thank you. 

Mr. Shaw. Mr. English. 

Mr. English. ThaSc you, Mr. Chairman. 

During this debate, we have seen the notion that, overall, levels 
of spending equal compassion in the welfare system. And I wonder 
if the two of you would comment on whether you regard aggregate 
levels of spending as the best indicator of how compassionate a 
welfare system is? 

Governor Engler. Congressman, again, I think the evidence is 
clear it has no relationship. I mean, we reduced spending in gen- 
eral assistance and I think that was a compassionate thing to do. 
We said, go to work if you were single and able bodied. 

Again, it isn’t a contest to see who can have the best welfare pro- 
gram being defined as perhaps the most generous grant or the total 
spending that is the highest for a welfare program. I think it is 
how many people move from dependence on the State to independ- 
ence, taking control of their own lives and being able to raise a 
family, that will in turn be independent, can go to a quality school 
and get an education. I think those are the measurements. 

We know if we were to use education by analogy, it isn’t clearly 
those who spend the most on education that get the greatest re- 
sults. Congressman Nussle seated next to you is from Iowa where 
they spend less than many States on education yet their math 
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scores are consistently among the highest. I think there is no con- 
nection. 

Mr. English. Governor. 

Governor Carper. Let me say, if you simply give somebody some- 
thing and you don’t require anything in return, don’t be surprised 
when they don’t give you much in return. The Governor here and 
I are most interested in a contract of mutual responsibility. I 
talked about it earlier, I will just reiterate it. 

In the welfare waiver we are going to be asking the administra- 
tion for later this month, we establish this contract of mutual re- 
sponsibility. The people of Delaware are willing to do certain things 
out of their generosity to help somebody who might need some 
help. We will help them get their high school degree, maybe a little 
job training. We will help them find a job. We will even help them 
get to that job. We will try to make sure they still have some 
health care and some child care for their kids. But we expect some- 
thing in return. 

And what we expect, as I said earlier, yes, we expect them to 
take advantage of the training, the job training, the job placement. 
We expect them to take the job, even the minimum wage job that 
is offered. We expect them to work the job, not to quit the job. We 
expect for their kids to be in school and we expect their kids to be 
immunized. 

To the extent that the recipient is not willing to do their part of 
the bargain, first time — under our proposal, first time a recipient 
quits a job and goes back on welfare, they lose a third of their wel- 
fare and their AFDC grant and their food stamp grant. They can 
cure that by going back to work. The second time they quit a job, 
they lose two-thirds of their combined AFDC grant and their food 
stamp grant. They can cure that by going back to work. 

The third time they quit a job, a job that we helped them find, 
that is it. Their eligibility for AFDC ends permanently in our State 
from that point forward. That is a tough love approach but that is 
the kind of sanction, potential penalty that I think gets someone’s 
attention. We are willing to help people but we want something in 
return. It is a two-way street. 

Mr. English. Thank you. Governor. 

One of the things that I have noted in this debate is that there 
is a concern that by somehow eliminating some of these entitle- 
ments and passing the resources back to the State in the form of 
block grants would imperil many of the recipients. 

You are obviously familiar with most of your colleagues and I 
know you. Governor Engler, were veiy active as a State legislator 
before. In your view, do you know if any Governors, or any State 
legislators would be willing to eliminate child nutrition programs, 
for example, or make any of the other draconian cuts that seem to 
be raised here as a concern? 

Governor Engler. I don’t. I think Governors and State legisla- 
tors ought to be offended perhaps is the word at that suggestion 
coming out of some of the national policy groups that would sug- 
gest that merely tiuning this back to the States is to put us back 
into the dark ages and end any enlightened treatment of people 
who, regardless of circumstances, have found themselves having to 
come to the State for help. 
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I think that if those same groups, if you cut through some of 
what is being said, if they are really saying we don’t want a system 
that is going to put the reciprocal responsibility that Governor Car- 
per has described in terms of the approach that he is seeking, that 
is a different story and they ought to come forward and say this 
is really what we are sa 3 dng. 

And I think if you scratch deep enough, that is exactly what they 
are saying, that we want to view this as a continuing entitlement 
and we are not interested. And I think there is a poverty industry 
in this town that has done quite well talking about poverty for 40 
years. I think it is time that we start solving and unraveling a sys- 
tem which has given us more poverty and more illegitimacy, more 
broken families, and more desolate communities. 

Governor Carper. If I may respond to your question as follows. 
You assume that we knew the Governors. As it turns out, we don’t 
know all the Governors. We knew the Governors that were in office 
prior to this. There are a lot of new ones. We don’t know them as 
well. I don’t know them as well. And some of them, frankly, don’t 
have a clue as to whether or not they would like to see anything 
block granted. They have not even been inaugurated and have not 
had to think about these kinds of things. 

Governor Pataki, who was before you the other day, he told me 
a week or so ago, right now he is trying to figime out how he is 
going to cut $5 billion out of his State’s budget by the end of this 
month. My guess is he may not have decided how to do it. Tom 
Ridge in Pennsylvania and some others, they probably haven’t de- 
cided either. 

What I do know, and I think I can say for all Governors, we want 
to be able to — whatever we come up with, we want to make sure — 
and this maybe should be your litmus test — that it enables us to 
help people prepare for work. It enables us to help people go to 
work. It enables us to make sure they continue working. That 
maybe should be our htmus test. 

Mr. Shaw. Thank you. 

Mr. Levin. 

Mr. Levin. Thank you very much, Mr. Chairman. 

Welcome to both of you. Maybe we should start by clearing some 
of the debris from the debate. I think. Governor Engler, as you said 
about the status quo, I think it is gone. The status quo is over. I 
don’t really think there is a conspiracy in this town to keep it. If 
there is, no one here is a part of it. No one at this table. 

Second, those regulations that you and my friend David Camp 
referred to, most of them are on their way out. Flexibility is com- 
ing. A number of us have been working on welfare reform for 5, 
6 years. I started back in the mideighties with Senator Moynihan. 
Many of us have been urging greater State flexibility for much of 
this period. 

I take it, Governor Engler, that you would not favor the Contract 
suggestion that there be a Federal requirement that there be no 
pa 3 ments to children bom to teenage mothers. 

Governor Engler. That is right. That was certainly the reference 
that I made in my testimony, that conservative micromanagement 
is like liberal micromanagement. It is still micromanagement. 

Mr. Levin. So you are good at plain talk. You don’t favor that? 
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Governor Engler. No. 

Mr. Levin. And the same with a Federal family cap, you don’t 
favor that? 

Governor Engler. No. 

Mr. Levin. Leave it to the States is what you advocate. So let’s 
talk for a few moments about block granting because I have some 
concern that block granting could simply become a massive cost 
shifting to the States. And let’s look at the Michigan experience. I 
jotted down a few facts. First, in 1979 and 1980, AFDC rose, 
jumped 40,000 in Michigan just in 2 years. 

Second, despite your very strenuous efforts and in important re- 
spects successful efforts in the case of the AFDC caseload, I am 
now talking about in Michigan, the caseload went up in 1989 from 
211,000 to 229,000 in 1993. The figure I have, that projected case- 
load for 1994 will have gone down 3,000. 

The third fact, Mrs. Kennelly referred to the testimony that is 
coming from HHS. If you took that chart and projected it back 4 
years so it were in effect — I mean, Michigan was in a recession, 
Michigan would have lost $100 million under a block grant. And 
then if you take the nutrition block grant proposal in the Contract, 
Michigan in 1996 would lose $281 million or 20 percent of the nu- 
trition block grant, 12 percent of the AFDC block grant, and 20 
percent of the nutrition block grant. 

[The following was subsequently received:] 
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Estimated Effect of a Nutrition Block Grant in the 
Personal Responsibility Act (allocated by the number of "needy persons" in the state) 
on USDA Food Assistance Programs by State in Fiscal Year 1996 
(Dollars in millions) 


State 

Level of Food Assistance 

State Gains and Losses | 

Current 

Proposed 

Total 

Percent 

Alabama 

$818 

$713 

-$105 

-13% 

Alaska 

$97 

$84 

-$I3 

-13% 

Arizona 

$663 

$554 

-$109 

-16% 

Arkansas 

$422 

$403 

-$I9 

-4% 

California 

K170 

$4,820 

$650 

+ 16% 

Colorado 

$412 

$417 . 

$5 

+ 1% 

Connecticut 

$297 

$248 

-$49 

-17% 

Delaware 

$92 

$58 

-$34 

-37% 

Di$t. of Col. 

$137 

$85 

-$52 

-38% 

Florida 

$2,194 

$1,804 

4389 

•18% 

C^rgia 

$1,209 

$934 

4275 

-23% 

Hawaii 

$215 

$198 

417 

-8% 

Idaho 

$127 

$176 

$49 

+ 38% 

DlinoU 

$1,741 

$1,483 

4258 

-15% 

Indiana 

$713 

$691 

422 

-3% 

Iowa 

$297 

$266 

431 

-11% 

Kansas 

$307 

$270 

437 

-12% 

Kentucky 

$740 

$582 

4157 

-21% 

Louisiana 

SI.UI 

$765 

4375 

•33% 

Maine 

$188 

$167 

-$21 

• 11% 

Maryland 

$576 

$404 

-$172 

•30% 

Massachusetts 

$608 

$577 

-$32 

-5% 

Michigan 

$1,390 

$1,109 

4281 

•20% 

'Minnesota 

$508 

$490 

418 

-4% 

Mississippi 

$730 

$603 

-$I27 

•17% 

Missouri 

$810 

$754 

456 

•7% 

Montana 

$Ul 

$140 

$29 

+ 26% 
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Sute 

Level of Food Assistance 

State Gains and Losses | 

Current 

Proposed 

Total 

Percent 

Nebraska 

S187 

$175 

-S12 

- 6 % 

Nevada 

$145 . 

$150 

$5 

+ 3 % 

New Hampehire 

$89 

$94 

$5 

+ 5% 

New Jersey 

$836 

$704 

-$I32 

-16% 

New Mexico 

$361 

$321 

-$40 

-11% 

New York 

$3,IOi 

$2,661 

•$440 

-14% 

Nortb Carolina 

$930 

$849 

-$81 

-9% 

North Dakota 

$86 

$76 

-$9 

-11% 

Ohio 

$1,768 

$1,287 

-$481 

■ 11 % 

Oklahoma 

$528 

$475 

-$S3 

-10% 

Oregon 

$410 

$346 

-$64 

-16% 

Pennsylvania 

$1,617 

$1,465 

-$152 

■9% 

Rhode Island 

$128 

$101 

-$27 

-21% 

South Carolina 

$602 

$546 

•$S6 

-9% 

South Dakota 

$99 

$95 

-$4 

-4% 

Tennessee 

$983 

$743 

-$241 

-24% 

Texas 

$3,819 

$2,665 

•$1,154 

-30% 

Utah 

$234 

$277 

$43 

+ 18% 

Vermont 

$76 

$66 

-$10 

•13% 

Virginia 

$783 

$597 

-$185 

-24% 

Washington 

$660 


•$216 

•33% 

West Virginia 

$405 


-$96 

-24% 

Wisconsin 

$467 


$25 

-5% 

Wyoming 

$57 


0 

+ 1% 

US TOTAL 

$40,764 

$35,600 

-$S,164 

•13% 


Source: U.S. Departraem of Agriculture preliminary esiimates 

Note: US Total includes Terriiorics, Indian Tribal Orgariiraiions. and Depanmem of Defense 
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Mr. Levin. So let me just ask you, I really think the goals of wel- 
fare reform are pretty strongly held across the board to break this 
cycle of dependency. How are the States going to manage if next 
year there were a 20 percent fall in the nutrition grant and if a 
recession were to occur, their demand would go up and the re- 
sources would go down. 

Governor Engler. Well, first of all. Congressman, the data — they 
have given me a copy of the HHS chart and that creates a h 5 T)o- 
thetical and it draws, apparently, some of the hypothesis from the 
Personal Responsibility Act of last session. I don’t know if it has 
been reintroduced in the same format in this session of Congress, 
the 104th — the assumption we make is one of level funding in some 
of these areas so it is in sharp contrast to that 20 percent. 

Mr. Levin. It is not assured either, is it? 

Governor Engler. Nor is next year’s funding assured from Con- 
gress given the deficit debate that I understand is going to be tak- 
ing place. So we do this against a backdrop of uncertainty under — 
I agree, the status quo is gone and some changes will be made, and 
whether they are changes that are across the board or whether 
they are changes that are targeted, we don’t know. 

What we would propose the change to be is one where we would 
take some of these existing programs. And I have said we ought 
to be so bold as to suggest that when we take the cash welfare pro- 
grams, the seven programs totaling $17 billion, we bundle those to- 
gether. Child welfare, 38 programs, $4.3 billion, bundle those. Em- 
ployment training, 154 programs, $24.8 billion, bundle those. And 
some 336 programs, make them 8 programs and that is how you 
spend $125 billion. 

And I think that we get pretty close on some of the cost esti- 
mates if we are — again, we have this question of how we score 
things here in the CBO, but my understanding just in what you 
would say next year’s expenditure would be, you would show that 
continuing to rise, and we are saying some type of level funding, 
some tjqje of fimding plus inflation, some ability to give you cer- 
tainty of funding and to give us certainty of funding, but then with 
the flexibility. 

The flexibility is worth an awful lot. Is it worth 10 percent? Is 
it worth 15 percent? Is it only 3 percent? I don’t know. It is some 
number. But what we are saying, and I am saying as a Governor 
administering the programs in the State of Michigan, that we can 
make it work. 

Are there risks? Yes. There are risks, certainly. We could stop 
cutting taxes in Michigan. We could start increasing government 
spending. We could start increasing rules and regulations. I could 
throw the economy into a tailspin. We could have all kinds of cata- 
clysmic things that could happen and I know there is a concern on 
both sides of the Committee aisle about some type of cataclysmic 
event, some type of recession/depression. 

Mr. Levin. We have had recessions before. 

Governor EngLER. Sure we have, but the thing that we are try- 
ing to change here is how do we — these programs that are designed 
to lift people out of poverty don’t work today. I mean, we are im- 
proving them bit by hit, waiver by waiver. We are saying it is time 
for a wholesale change. I just think that you give us the flexibility. 
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we will strike a bargain here. We will pick a number. Whether it 
is a number that might be — if you want to give us more resources, 
I will say that we will accept those. If you want to give us a little 
more protection against the possibility of recession, fine, we will be 
good stewards of that extra resource. 

So I will accept that, you don’t have to twist my arm to talk me 
into that, but somewhere in this debate, we ought to come up with 
a number and then that number ought to be what is available to 
us. We ought to have maximum flexibility with the dollars. 

Mr. Levin. Thank you. 

Mr. Shaw. Mr. Nussle. 

Mr. Nussle. Thank you, Mr. Chairman. 

Welcome, Governors. First of all, the status quo is not gone. Our 
attitudes may have changed but nothing here has changed. In fact, 
there are probably supplements on the way to your States right 
now and I just caution those workers in your States not to make 
any changes yet. 

We are all smiling. We are all happy about the possibility of a 
change of attitude, but I would disagree with my colleague from 
Michigan. Nothing has changed yet. We have got a lot of opportuni- 
ties to make changes, certainly a lot of rhetoric, a lot of words, but 
no actions yet and we anticipate that, hopefully working together. 

As I see, there are two things that trouble me or present chal- 
lenges to me. One is the money, one is the management from what 
you have been talking about today. On the management side, and 
my own Governor in the “New York Times” today said exactly the 
same thing, we don’t want to replace liberal micromanagement 
with conservative micromanagement or Republican with Democrat, 
whatever it might be. 

But where is the line, because this is — this is the challenge that 
I think we have. If we have macromanagement instead of 
micromanagement, which is what my very good friend from Dela- 
wEire is suggesting, with objectives or targets or something like 
that, standards, goals, however you want to put it, what I see is 
the first mistake or the first “PriraeTime Live” expose or the first 
“60 Minutes” extravaganza on somebody who has fallen through 
the cracks or some State that has maybe made a mistake or some 
area of concern, immediately we are going to tighten the reins and 
we are going to put a bridle back on the program from this level. 
And so that fine line concerns me from the management stand- 
point. 

I agree we shouldn’t micromanage it, but by the same token, 
management is management. The other side of that is the money. 
If we are paying for it, there is a much larger likelihood that we 
are going to manage it. And to follow up on my friend from Louisi- 
ana, his comments, I mean, there is the whole question of why are 
we getting the money in the first place if we are not going to man- 
age it? I mean, that other alternative, that the whole — the whole 
approach, if we send the money to Washington and then let it go 
back to the States, doesn’t work because a lot of it gets lost in the 
shuffle, a lot of it stays out here for the bureaucracy that has been 
created. 

Those are the challenges that I see and I don’t know where that 
line is because I believe the experimentation, the good ideas, the 
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incubators, if you will, are out in the States. My State is doing, I 
think, an excellent job with welfare reform. But by the same token, 
I am just afraid that you are exactly right. 

Conservative micromanagement or even macromanagement will 
cause us over time to slip right back into where we are because of 
what the media and what politicians will do with those instances 
of error, if you will, or concern that suggests that it is not working 
and we have got to clamp it down right away. 

I would be interested in both your comments on that. 

Governor Engler. Congressman, I think that perhaps the new 
discipline of the new Congress will have to involve uttering the 
phrase, “I am sorry, that is the State’s responsibility.” You should 
hold them accountable and resist the overwhelming temptation for 
Congress to try to jump in to solve every issue. It is sort of like 
your help with motor-voter registration and things like that. 

I simply think that Congress in the past has been too quick to 
try to solve problems that appropriately should be solved at the 
State level. In this instance, because we have got $125 billion of 
Federal money out there that is matching probably an equivalent 
or larger amount of State resources, we have a bit of a problem. 
That is just a little bit larger than we can, say, disconnect from 
overnight. How do you transition then from a system which every- 
body concedes is broken from the status quo which everybody ei- 
ther wants to see gone or concedes is gone. 

I think that the way to do this in a short-term approach is to say, 
well, let’s start hy bundling up 336 programs, let’s maybe make 
them 8 pro^ams. Block grant the money, let’s start measuring 
that. Over time, I think it would be wonderful to say we are going 
to release the revenue sources to the States and you are on your 
own with the programs. 

You have two Governors sitting side by side. The average grant 
in Delaware is $328. In Michigan, the average grant is $459. Now, 
to this date. Congress hasn’t made that a Federal issue and said, 
well, Michigan is too high or Delaware is too low and other States 
would have different levels. 

In other words, we don’t really have a Federal program. What we 
have got is a federally proscriptive process by which all of our pro- 
grams are dominated by an unelected bureaucracy over at HHS. 
And we are saying, let’s at least clip the apron strings with that 
bureaucracy, put us in charge, continue to monitor what we are 
doing and have a debate about how well we are performing, but 
give us an opportunity. 

You have tried it for 40 years with Washington in the front seat 
driving. Now let’s get Washington out of the driver’s seat. Let’s put 
them in the back. We will take them along. We will show them how 
to do reform State by State, issue by issue, and I think at the end 
of a 4- or 5-year process, you will conclude that this was a prudent 
decision to make and you will find, also, that not only was it a win- 
win in terms of the taxpayers winning, in terms of costs at the 
State and Federal level, it was also a win in terms of restoring 
family and individual independence and responsibility. 

Governor CARPER. If I could comment briefly. You mentioned at 
the beginning of your comment. Representative Nussle, you said 
nothing has changed and I don’t entirely agree with that. 
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What has changed is this administration is interested in letting 
us experiment, and even though the waiver process takes longer 
than we want, generally they are granted. And in Michigan and I 
also know we in Delaware will be able to experiment in ways a 
State 1 year ago couldn’t. Plus you have got a President who was 
a Grovemor. And he understands. 

He sat, literally, where Governor Engler and I are sitting a cou- 
ple of years ago and he was very much interested in letting these 
experiments happen and he doesn’t believe — I don’t think he be- 
lieves that the answer really to all these issues and questions lies 
here in Washington. 

We really have — maybe you can look at the situation where you 
say we have a dilemma, what do we do. I think it is a great oppor- 
tunity. It is a real healthy debate that has begun here today and 
I am very much encouraged by what has transpired in the last 
hour and a half. 

You can decide, we can decide whether we are going to block 
grant some programs or not. You can decide what to block grant, 
what makes sense, and what doesn’t. You might decide to let some 
States elect to be block granted. You might want to do what Gov- 
ernor Engler said. 

Other States might say, no, I don’t want to be entirely block 
granted in the way that has been proposed. You might want to set 
objectives and performance. In some of these programs you can say, 
you have got to meet certain benchmarks in terms of reducing teen 
pregnancy, reducing the workload and getting people to work. 
Those are the objectives. And as long as the States are putting our 
money 50-50 equal to the Federal dollar, that ain’t a bad approach 
at all. 

Let me just mention with respect to health care and Medicaid. 
We are trying to use Medicaid in our State to reduce the number 
of people who are uncovered. It is a 50-50 share. We pay half of 
the costs of the Medicaid. The Federal Government pays half the 
cost of Medicaid. 

We are turning to managed care in our State in order to try to 
provide more coverage, more health care coverage to folks without 
spending a whole lot more money, more of our money or more of 
yours, and reducing at the same time those who are uncovered. It 
is not a bad partnership and we are looking — there is plenty of in- 
centive for us to find ways to hold the cost down. 

Mr. Shaw. Governor, I think we are about to give you the mother 
of all waivers. 

Ms. Dunn. 

Ms. Dunn. Thank you, Mr. Chairman. 

Gentlemen, as you know, one of the main principles of the Con- 
tract With America and the Republican reform programs in this 
area and other areas is to return power to the States. We will be 
successful if we are able to do that in my mind, and what I have 
heard from you today, along with what I heard this week from Gov- 
ernors Pataki and Weld, gives me a lot of faith that the States are 
indeed better able to handle this problem than those of us who are 
making decisions at a distance. 

I share Mr. McCrer^s concerns, though, about States that don’t 
have leadership that can create the impetus that you have created 
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in handling the welfare programs successfully. I think perhaps that 
my concerns will be solved by the democratic process if you get 
enough publicity and communicate well with other Governors 
around the Nation but also with constituents whom we serve in 
some of these States. 

I believe that the thrust will be to remove people who aren’t cre- 
ative and haven’t developed good management policies in handling 
these programs. I certainly hope that that will be the result. 

What I would like to ask you about, and I haven’t heard this 
area come up during this hearing, is your thoughts about welfare 
benefits to legal immigrants who are not yet citizens. I wonder if 
you could expand on what you would do if you had the choice to 
provide those benefits or not to provide them and if you also believe 
that the Federal Government ought to retain the strings attached 
connection in this area. 

Governor Engler. I will be happy to go first on that. Congress- 
woman, and I appreciate yoxu* comments. On the alien question, 
again, I would leave that to be a question to be determined by the 
State. Say if California made the decision they did not wish to pro- 
vide benefits to legal aliens, that could be their decision. If the 
State of Texas said, we wish to continue benefits, that could be 
their decision. In other words, I am willing to leave that to the 
State. 

I understand that there might be, because of that question and 
its relevancy to immigration policy which I certainly concede is a 
congressional issue, that you might wish to set a national policy in 
that area, so I say that to be consistent with the philosophy of 
what I am advocating today, giving the States maximum authority. 

I happen to think that the Contract With America is a very pow- 
erful docvunent, a very important statement about changing prior- 
ities in this country. I am here today to propose that we actually 
go further than the Contract would propose and really disengage 
wholesale areas of domestic policy from joint management by Fed- 
eral and State government and turn it over to the States. 

And I would — earlier, one Member suggested about the Federal 
Government possibly running it, and I look at programs like SSI 
which are federally run in effect with administrators. It is totally 
Federal policy and I suspect that that isn’t the model that we 
would want to use as a national model for running social welfare 
programs. So that is my argument for turning it to the States, but 
on the alien question, I would leave it up to the States. 

If you wish to set a Federal policy, one that goes one way or the 
other, I would say I understand that argument. I might then sug- 
gest, even if there were a Federal policy that the State not — would 
not be prohibited from having its own independent policy that it 
would carry out that might be different than Federal poUcy. So you 
would still provide a State option but it might be one that they 
would have to elect and then pay for. 

Governor Carper. I think Governor Engler said it well. The op- 
tion he lays out basically to let the States have some flexibility and 
decide what is right for their State is, I think, a very viable option. 
My recollection is the Clinton administration and new welfare re- 
form initiative last year said, let’s require more of the sponsors of 
folks who come here legally. 
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And we may — ^you may well say that is what we ought to do and 
then give the States some further discretion. I can — certainly you 
haven’t mentioned it, but I think it is implicit in your question, 
about folks that come here illegally and have children here and the 
child is an American citizen and we have a responsibility to cover 
that child. 

That is a tough dilemma and it is also an expensive dilemma for 
folks not so much in Delaware but certainly in Texas, Florida, Cali- 
fornia, Arizona, and other places that I can think of. I would en- 
courage you to do what you can in working with the administration 
to continue to shut down the illegal immigration that is occurring 
across o\ir Nation’s borders, and to the extent you can do that, you 
will do us all a favor. 

I don’t know how you say to a person — and I will just use as an 
example — I don’t know how you say to a person in California who 
doesn’t have a Job, doesn’t have health care, maybe they have a job 
that doesn’t provide health care and they don’t have health care for 
themselves and their family, I am sorry, we can’t help you. But to 
someone who has come into our country illegally and had a child 
in this country, we are going to provide health care for that child, 
the parent who has come here illegally. 

That is a hard one to explain to people who are American citi- 
zens, lived here all their hfe, worked hard, and don’t get squat. 

Mr. Shaw. Mr. Rangel. 

Ms. Dunn. Mr. Chairman, may I just conclude over here. 

The other thing about your testimony in my mind is that it is 
very hopeful for those of us who want to make changes and give 
the States more power. It is bipartisan and I think if the proper 
leaders are in place seeking the proper point of view, I think we 
can do some things together on this issue. 

Mr. Shaw. Thank you, Ms. Dunn. 

Mr. Rangel. 

Mr. Rangel. Thank you, Mr. Chairman. 

Some people believe that the Democrats were in charge for 40 
years and the problems have been there and we didn’t do anything 
to satisfy their frustrations, therefore, they changed things. And 
now comes the new majority and they have a Contract With Amer- 
ica. 

And I gather you. Governor Engler, are saying, well, why don’t 
you just stay out of this and just collect the money and turn it over 
to us States, because the Congress hasn’t done anything. Democrat 
or Republican, or maybe Congress should just reduce the taxes and 
let the States raise the taxes and take care of their own problems. 

I mean, you don’t really seek any Federal responsibilities of set- 
ting minimum standards of how we treat our sick and our aged. 
True, it is domestic, but you don’t see any role for the Federal Gov- 
ernment except to collect the money and let you take care of it. 

Governor Engler. That is right. Congressman. I would like to 
see the Federal role be reduced and transferred to the States be- 
cause I have great confidence in the State elected officials and local 
elected officials across this Nation. I do not believe that all wisdom 
resides in Washington. 
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Mr. Rangel. And you think this should be true for health, that 
we collect the Medicaid and Medicare dollars and turn that over to 
the Governors? 

Governor Engler. We could talk to you about that. I am not here 
to make a proposal on Medicaid today. But 

Mr. Rangel. Well, I am just tiying to say, I think you were im- 
pl 3 dng that we take care of national defense and leave the rest up 
to you, I mean highways, environment, education, whatever it is, 
you would just like to see the Federal Government butt out of it. 

Governor Engler. That is right. I remember this amendment 
called the 10th amendment of the U.S. Constitution. I think it has 
vitality today and perhaps we are entering a period of renewal for 
the 10th amendment, so I think Congress probably could be quite 
occupied working on some of these international and national is- 
sues for some time. And when those are done, come back and see 
us and see how we are doing on the domestic agenda. 

Mr. Rangel. But why should we collect the money and not have 
the standards, not have the responsibility and just turn it over to 
you? I mean, some of us truly believe that having been elected that 
we have a responsibility for the aged. I know it’s domestic, I know 
it is parochial, but some of us truly believe it. 

We also believe that there is a national responsibility for any civ- 
ilization to take care of those who cannot take care of themselves. 
I know mayors and Governors may disagree but, what the heck, we 
think that. 

Governor Engler. Well 

Mr. Rangel. What role would you have us play if we collected 
the money, and turned it over to you, no strings attached? We go 
to our townhall meetings, we meet with our mutual constituents 
and they tell us the problem they are having. How would you have 
us say we don’t deal with the standards, we only collect the money? 
You would not have your fellow colleagues in government play that 
role. 

Governor Engler. We are talking about a transition, obviously. 
Congressman, but certainly let me renew an offer I made earlier. 
If you wish to reduce tEixes at the Federal level and turn the reve- 
nue sources back to the States, I will make that deal in a minute. 
And you can go to the townhall meeting and say, we neither collect 
the taxes nor set the rules for the program, talk to your assembly- 
man or Senator or Governor about those issues. 

I think there is a national interest certainly in reducing poverty, 
but I don’t know that it is the National Government’s responsibility 
to try to set the rules. And looking at our performance in the last 
40 years 

Mr. Rangel. Listen, so it is clear to me: After national defense, 
leave the rest up to you? 

Governor Engler. Yes. 

Mr. Rangel. OK. You don’t support the Contract With America, 
do you, the block grants? 

Governor Engler. I don’t support some of the provisions of the 
Contract which I view as being proscriptive. I would argue that, as 
I said, micromanagement, whether it is liberal or conservative, is 
still micromanagement. 
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Mr. Rangel. So you support the block grants, no strings at- 
tached? 

Governor Engler. That is correct. 

Mr. Rangel. Now, you know that under the entitlements, the cir- 
cumstances require the Federal Government to respond. Under the 
block grant, however, the Congress responds based on what they 
consider to be priorities. You are willing to take a gamble with the 
Congress and the Appropriations Committee as to how poor folks 
would make out politically with the discretionary grant? 

Governor Engler. That is correct. Because I know how they 
have made out under the current system and there are more poor 
folks under the current system than we had 40 years ago 

Mr. Rangel. Maybe my question wasn’t clear. Governor. Right 
now, if it is entitlement, the people automatically are entitled and 
so they can’t do it so much except change the 

Gk)vemor Engler. I support ending the entitlement status. 

Mr. Rangel. What is it? 

Governor Engler. I support ending the entitlement status. 

Mr. Rangel. So no matter what the changes are in the economy 
or the changes are politically, you are prepared to say that when 
the money runs out, the States just have the responsibility to pick 
up those differences, that we will no longer have a responsibility 
to take care of people during a recession when they get poor, when 
they need food, or when SSI money runs out. We should leave that 
responsibility to the State, and you trust us enough if we trusted 
you that we will provide the funds that you think you need? 

Governor Engler. Well, don’t give me SSI. That is your program 
at this point. If you want to talk about SSI 

Mr. Rangel. No, I mean the whole thing would be turned over. 
The Contract gives you SSI, gives you food stamps, gives you the 
whole package, but it doesn’t give you a guarantee because you are 
against entitlements, so no entitlement, no guarantee. 

Governor Engler. Well, as long as it is understood that the rules 
imder SSI then are not set by Washington but in turn are set by 
the States. What I am trying to disengage from is a system where 
we have a partner who wants to set all the rules and regulations 
and is only putting up half the funds and expecting us to run it. 

I am trying to avoid a situation in the futime where that partner 
withdraws funds or changes the rules in the middle of the game 
and we find ourselves still trying to nm programs, comply with all 
the rules and regulations and being handicapped with our lack of 
flexibility to run the program the way we think it would be effec- 
tive, not the way it was designed by some bureaucrat in HHS. 

Mr. Rangel. I support flexibility, but I just can’t give away the 
responsibility of not knowing what you would think is a safety net. 

Mr. Shaw. The time of the gentleman has expired. 

Mr. Ensign. 

Mr. Ensign. Thank you, Mr. Chairman. 

Governor Engler, I appreciate your remarks, especially regarding 
the 10th amendment. It was a big issue in my campaign. I think 
that the problem here in Washington is that we have completely 
gotten away from the 10th amendment. We have taken a lot of the 
rights that the States have and said we are going to govern those 
from here in Washington. 
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Some of the things you have said may seem kind of radical to 
Washington. I think we need to at least move in that direction. I 
think that more and more of the power needs to go back to the 
States. 

One of the provisions that we heard this week is talk about ac- 
countability and some of these minimum standards on some of the 
things that a lot of us agree on. 

Representative Gephardt was here the other day and talked 
about increasing the amount of money if you are performing well. 
Maybe you can get more money for your State if you are perform- 
ing well on some of these issues. Would the two of you address that 
and if you were in favor of that, would you also be in favor of ille- 
gitimacy rates cutting some of the moneys, in other words, getting 
the rewards but also giving the punishments. 

Governor Engler. I guess I say we certainly like incentives, and 
that is what we have done in terms of providing incentives to re- 
cipients to go to work, disregard the first $200 you earn, you keep 
every month. You keep 20 percent above that every month. We 
found once people start working, they realize by working a little bit 
more, soon they have more income. 

Mr. Ensign. Governor, I was actually talking about incentives to 
the States. In other words, if yotu- State was doing well, you would 
get more money as a block grant or whatever it is. 

Governor Engler. If the Congress would afford that, we would 
be willing to accept it because I believe we would be a recipient of 
that kind of an incentive program. That is something we would 
look at. I just don’t want to get away from the fundamental policy 
of who is making the call in terms of how we structure a program, 
how we run it, how we are going to get rid of those rules and regu- 
lations, how we make it work. But I like incentives and I would 
be willing certainly to gamble on disincentives. 

Again, I don’t know if that is where the Committee would come 
down, but I would be open to it depending on the kind of proposal. 

Governor Carper. I like the notions of incentives as well, and I 
am pretty much where Governor Engler is with respect to disincen- 
tives. In setting them, let’s just be reahstic. Don’t set unrealistic 
objectives or benchmarks and keep in mind, too, that when the 
economy goes back into a tank and it is 1982 again, our ability to 
reach some of those objectives might be very much hampered de- 
spite our very best efforts. 

Governor Engler. One idea that has been suggested. Congress- 
man, that you may wish to look at is the possibility, I mean, we 
would propose that we have some carryforward provision, in other 
words, that could be a very powerful incentive, that alone. In other 
words, to say if we receive this amount of money in year one and 
we did not extend that all, we were able to realize savings, that 
as we carry that forward, that becomes almost a rainy day fund, 
if you will, or a contingency fund that in future years might deal 
with the h3rpothetical that Congressman Levin proposed or it might 
help partially offset. 

And clearly, if there was some, again, cataclysmic event, it is not 
uncommon to see Congress if there is a hurricane or if there is an 
earthquake, say, that there is some type of disaster and come up 
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with something special but that would be done on a case-by-case, 
nonentitlement basis. 

Mr. Ensign. Actually, you brought up my next point and that is 
the way families also save for rainy days. This is something, a con- 
cept I think we need to bring back to our government. 

Governor Carper. I think you will find a lot of States have rainy 
day funds now. We do in our State and I suspect they do in Michi- 
gan. 

Mr. Ensign. I think that is one of the things we need to deal 
with, recessions. We heard from HHS this week that if their per- 
sonal responsibihty caps had been put in place, a lot of the States 
now would have been receiving less money since 1987. They do 
these projections. It has been mentioned earlier. 

With all the money that has been spent on AFDC and all these 
other programs in the last 25 years, and now we are hearing that 
if these caps would have been put in place, you would have had 
less money to spend, do we feel the money that has been spent has 
been spent well? Do we feel that it has done good for the poor? Do 
we feel that the poor would be better off if we hadn’t spent these 
funds? 

Governor Engler. Congressman, I would just say that, again, 
that data is somewhat hypothetical. I mean, it goes back and picks 
up some point in time and then comes — attempts to come forward 
and make a prediction. I would simply say that, to reiterate, you 
give us flexibility and freedom to run the programs and I think one 
consequence of that is, regardless of whether the economy is 
stronger or weaker, we will have fewer people that are dependent 
on the system because we will have more success in moving people 
into employability. 

Governor Carper. In the last several decades what we have done 
is we have given people lifetime entitlement. We have not required 
them to meet any of the objectives or standards. What we are sug- 
gesting or what I am suggesting at the very least is we are replac- 
ing lifetime entitlement with, at most, a limited entitlement that 
would exist. 

And also suggesting that there are some programs that can and 
probably ought to be block granted and there are some that in my 
judgment should not be, but States, including States like Michigan 
that maybe want to experiment by having the entire block grant 
experience, might be given the option of enjoying that. 

Mr. Ensign. Thank you, Mr. Chairman. 

Mr. Shaw. OK. The time of the gentleman has expired and all 
the time has expired on this panel. 

I would like to thank the two Governors. We will leave the record 
open in the event any of the Members have any additional ques- 
tions that they would like to send to you and we would then send 
them to you for a reply. Or if there is anything that either one of 
the witnesses would like to put into the record, we will let the 
record remain open for that purpose. 

Thank you both. I have sensed a togetherness on this particular 
issue. Both of you Governors are to be commended for the work 
that you have done and for your fine testimony this morning. 

Governor Engler. Thank you. Congressman. 

Thank you. Committee Members, for your attention. 
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Governor CARPER. Many thanks. 

Mr. Shaw. Thank you both. We look forward to continuing to 
work together. 

The next panel will he an administration panel from the U.S. De- 
partment of Health and Human Services. Hon. Mary Jo Bane, with 
whom we have worked for some time, the Assistant Secretary for 
Children and Families, will he accompanied by another old friend, 
David Ellwood, Assistant Secretary for Planning and Evaluation. 

Dr. Bane, your entire written testimony will be included in the 
record and you may proceed as you see fit. 

Thank you. 

STATEMENT OF HON. MARY JO BANE, PH.D., ASSISTANT 

SECRETARY FOR CHILDREN AND FAMILIES; ACCOMPANIED 

BY DAVID ELLWOOD, PH.D., ASSISTANT SECRETARY FOR 

PLANNING AND EVALUATION, U.S. DEPARTMENT OF 

HEALTH AND HUMAN SERVICES 

Ms. Bane. Good. Thank you, Mr. Chairman. Good morning and 
good morning to Members of the Committee. 

I am the bureaucrat. I am accompanied by David Ellwood, who 
is the Assistant Secretary for Planning and Evaluation. I appre- 
ciate the opportunity to come before you this morning to discuss 
some of the critical issues facing the welfare system. This has been 
an extraordinarily enlightening hearing for all of us and we are de- 
lighted to be part of this conversation with you. 

As you know, Mr. Chairman, last year the President submitted 
a comprehensive welfare reform proposal that addresses serious 
flaws in the current welfare system. We all agree that the current 
system undermines work and parental responsibility. Our approach 
emphasizes work, it emphasizes responsibility, and it emphasizes 
reaching the next generation. 

We are committed to working with the Congress in a bipartisan 
spirit to pass really bold welfare reform legislation. 

Mr. Chairman, this administration believes strongly in State 
flexibility. The President, as a former Governor, is well aware of 
the ability of States to respond creatively to the needs and opportu- 
nities within their welfare systems. 

As a former State welfare commissioner, I am very sympathetic 
to State concerns about the burden of Federal regulations. The ad- 
ministration’s welfare proposal, in fact, would greatly enhance 
State flexibility with regard to the AFDC rules that most affect 
working families. 

In addition, as both Governors noted, we in the administration 
have worked with States to test new approaches to welfare. 
Through the waiver process, we have approved 24 State dem- 
onstrations that enable States to experiment with new ways of pro- 
moting parental responsibility, making work pay, and helping fami- 
lies become self-sufficient. 

As we move forward to consider comprehensive welfare reform, 
several questions are raised regarding the proper balance between 
national objectives and State flexibility in the design of the Na- 
tion’s welfare system. We believe that several key goals should gov- 
ern our efforts to redesign the welfare system: Achieving national 
reform objectives of work, responsibility, and accountability; ensur- 
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ing stability in funding over time and cushioning States and indi- 
viduals against economic cycles; and preserving basic protections 
for needy Americans, especially children. 

There are a number of indicators of State capacity and perform- 
ance, outlined in my written testimony, that show considerable var- 
iation among States in the extent to which they have moved to en- 
comage work, to increase child support enforcement, and to enforce 
parental responsibilities. Data suggest that, if we truly want re- 
form, we must balance the benefits of increased State flexibility 
with the need for a national framework of requirements and per- 
formance standards. 

The AFDC Program currently is funded as an individual and 
State entitlement. This doesn’t mean that the Federal Government 
provides States or individuals with a blank check for benefits. I 
think we agree that we need tough requirements to ensure that 
parents cooperate in securing child support and to ensure that re- 
cipients work. 

We believe that a national program should enable States to de- 
liver the help needed by families who fall on hard times and who 
are playing by the rules. The system should not leave the States 
with the full responsibility for addressing increased demands on 
their welfare system in times of economic or demographic change. 

Under the current funding mechanisms, if State costs increase 
due to a downturn in the national or State economic cycle, or if a 
State’s needy population increases for other reasons, then more 
Federal funds become available. Block ^ants that are set to reflect 
current spending could create unpredictable and highly variable 
impacts due to inflation, population migrations, and changing eco- 
nomic and demographic conditions. The desi^ of a block grant or 
the allocation of a capped entitlement inevitably requires a for- 
mula. Different formulas produce different winners and losers, but 
substantial disparities always seem to result. 

Several people have already mentioned that we provide with our 
testimony data on a simulation of what would have happened if a 
block grant had been in place fi"om 1988 to 1993. We asked our- 
selves what would have happened if such a plan had been in place 
based on 1987 expenditures. We did the calculations to see what 
States would have received in 1993 under this hypothetical block 
grant. 

If all States had chosen the block grant option. States in the ag- 
gregate would have received 26 percent less than they actually 
spent. Florida would have received 61 percent less; Tennessee, 43 
percent less; Michigan, 3 percent more; Connecticut, 40 percent 
less. 

Using a different 5-year period, of course, could yield different re- 
sults. For example, several of the States in the Midwest whose 
economies improved between 1988 and 1993 would have suffered in 
1988 under a block grant set in 1983. 

As we reform welfare to focus on work, responsibility, and reduc- 
ing dependency, we must not forget that these programs provide a 
lifeline for our neediest families. Spending caps could mean, for ex- 
ample, that families whose earners lost jobs or were hit with a seri- 
ous financial emergency toward the end of the year might be de- 
nied benefits or put on waiting lists. 
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We do not believe that the issues we face cannot or should not 
be solved. Like you in Congress, we in the administration believe 
that the welfare system needs to be changed in fundamental ways. 
Our welfare reform proposal takes bold steps to refocus the system 
on the national objectives of work and responsibility, while increas- 
ing State flexibility and protecting America’s neediest families. 

But before we adopt a specific approach, it is very important that 
we carefully assess the likely impact of that approach. We look for- 
ward to working with the Committee and others in exploring these 
alternatives. We also offer our cooperation in providing information 
as we move forward together to reform the welfare system. 

I am happy to answer any questions you have at this time. 

[The prepared statement follows;] 
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STATEMENT OF MARY JO BANE 
ASSISTANT SECRETARY FOR CHILDREN AND FAMILIES 
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 


Good nornlng Hr. Chairman and mamhars of the Committee. I 
am the Assistant secretary for Children and Pamllias in the 
Department of Health and Human Services, with responsibility for 
many of the programs you are considering today. I appreciate the 
opport\inity to come before you to discuss some of the critical 
issues facing all of us as ve attempt to reform the welfare 
system. 

As you know, the President has submitted a comprehensive 
welfare reform proposal that addresses what we believe are 
serious flaws in the current welfare system. Our approach 
emphasizes work, responsibility and reaching the nesct generation. 
And we are committed to working with this Congress, in a 
bipartisan spirit, to pass bold welfare reform legislation. 

We believe the current system undermines work and parental 
responsibility in far too many ways. It is not nearly tough 
enough about insisting that recipients who are able to work do so 
or prepare themselves to go to work quickly. It doesn't do 
nearly enough to ensure that both parents support their children. 
And it fails to provide real opportunities and challenges to the 
next generation. 

The Family Support Act was passed in 1988 to address some of 
these problems. Its provisions made work a more integral part of 
the welfare program, and it gave more support to families who 
tried to become independent by taking jobs. It also made 
substantial improvements in the child support enforcement system 
to ensure that both parents take responsibility for supporting 
their children. Unfortunately, the Family Support Act did not go 
far enough, which is why we, with you, believe that a bold new 
approach is necessary. 

Hr Chairman, let me say that this Administration believes 
strongly in state flexibility, and also shares your concern and 
that of state officials about the proper division of 
responsibility between the federal and state governments. As a 
former state welfare official, and now as a federal official in 
constant communication with states, I am well aware of the 
ability of states to respond creatively to the needs and 
opportunities to reform the welfare system. I as very 
sympathetic to state concerns about onerous and inappropriate 
federal requirements. 

Likewise, the President, as a former governor and a former 
leader of gubernatorial efforts to reform the welfare system, 
recognizes the critical role states play in achieving true 
reform. He clearly understands that state governments are closer 
to the problems and ultimately responsible for the success of any 
reform efforts. Thus, he believes they should be given 
flexibility to respond to their different needs and to test 
innovative ideas. 

The Administration's welfare reform proposal would greatly 
enhance state flexibility with respect to the AFDC rules that 
most affect work and families. In addition, because of our 
commitment to state flexibility and innovation, ve have worked 
with states using the section 1115 waiver authority to test new 
approaches to welfare. Under this process, ve have approved 24 
state demonstrations that enable states to experiment with new 
ways of promoting parental responsibility, making work pay, and 
helping families become self-sufficient. 

As ve move forward to consider coiqirehensive reforms, there 
are several fundamental questions that are raised about the 
design of this nation's welfare system: What is the proper 
balance between national objectives and state flexibility? What 
are the appropriate funding mechanisms for programs for the 
needy? Should the AFDC program remain an individual, and state, 
entitlement or be converted to a block grant or capped 
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discretionary program? What national raquiraments or 
accountability standards should govern a reformed welfare system? 

We believe that several key goals should govern our effort 
to redesign the welfare system and ensure greater state 
flexibility: 

o achieving the national reform objectives of work, 
responsibility and accountability; 

o ensuring stability in funding over time and 
cushioning states and individuals against 
economic cycles; 

o preserving basic protections for needy 
Americans, especially children. 

National ^eform_Objectlves 

We in the Administration, as in congress and in the states, 
are committed to serious welfare reform that emphasizes work, 
parental responsibility and improving the life prospects of young 
people. The Family Support Act was very important in beginning a 
national change in the culture of the welfare system toward one 
that is oriented toward work and self-sufficiency. Many states 
are moving further and faster than the Family Support Act 
required toward a welfare system focused on work and parental 
responsibility. 

There is, however, enormous variation among the states in 
the extent to which they have moved in these directions. One 
measure is participation in the JOBS program, which gives some 
indication of the extent to which a work orientation is reaching 
the entire AFDC population. In 1993, the percent of countable 
adult recipients participating in the JOBS program, on an average 
monthly basis, ranged from less than 10 percent to well in excess 
of 50 percent. The national average was only 17 percent. We 
know that states vary in their ability and/or willingness to 
bring about real cultural change in their welfare systems. 

We also can look at the extent to which states choose the 
option of requiring welfare recipients to work for their 
benefits, which states can do in a variety of ways under current 
law. Subsidized work assignments represent only one half of one 
percent of the assignments in the JOBS program, and unpaid work 
experience represents six percent of assignments or less. Of all 
the state welfare reform experiments that this Administration has 
approved, only Vermont has included subsidized work on a 
statewide basis. Fewer than half of the demonstrations ve have 
approved involve time limits on benefits or make benefits 
conditional on work. 

Child support efforts also show substantial state 
variability. For example, the percentage of cases with 
collections in 1993 ranged from 5,4 percent in Arizona to 38.5 
percent in Vermont, with a national average of only 18.2 percent. 

We also need to ensure accountability for the correct 
expenditure of federal funds — certainly a goal we all share. 

The importance of national standards in this area is illustrated 
by the improvement in payment accuracy that occurred after a 
national Quality Control system was put in place. The national 
AFDC payment error rate for fiscal year 1973 was 16.5 percent. 

By 1991, it had declined to 5 percent. In 1991, state payment 
error rates ranged from 1,18 percent to 9.66 percent. The state- 
reported rates for 1992 and 1993 suggest that the range in error 
rates is growing, in that the lowest reported error rate remained 
less than 2 percent while the highest rate rose to nearly 14 
percent. 

All these indicators of state capacity and performance show 
considerable variation. They suggest that if we truly want 
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comprehensive and widespread welfare reform, we must balance the 
benefits of Increased state flexibility with those of a national 
framework of requirements and performance standards. This will 
ensure that states move quickly and effectively to a changed 
culture of work and responsibility. ^ 

Fiscal and Economic Stability 

The AFDC program currently is funded as an individual and 
state entitlement. This does not mean that the federal 
government provides states or individuals with a blank check for 
benefits. There are strict rules about eligibility. There are 
requirements — which we propose to make much tougher — to 
ensure that parents cooperate in securing child support and to 
ensure that recipients work. AFDC must be a system of mutual 
obligations, with benefits conditional upon parental 
responsibility and work. 

But a national welfare program also must enable states to 
deliver the help needed by families who fall on hard times and 
who play by the rules. The system should not leave the states 
with the full responsibility for addressing increased demands on 
their welfare system in times of economic or demographic change. 
Under the current entitlement funding system, the federal 
government is committed to share a portion of each state's 
expenditure, depending on the state caseload and benefit level, 
and the state's economic capacity in a given year. If state 
costs increase due to downturns in the national or state economic 
cycle, or if a state's needy population increases for other 
reasons, more federal funds autMatically become available. 

He understand that you currently are considering a number of 
proposals to cap and block grant the AFDC and Food Stamp 
programs. As you consider this fundamental change in the nature 
of this nation's welfare and nutrition programs, it is important 
to carefully consider the effect such proposals could potentially 
have on states over time and under changing economic conditions. 


Consider, for example, a block grant distribution formula 
based on need, for example, the formula contained in the Personal 
Responsibility Act for the nutrition block grant. This formula 
distributes nutrition assistance funds based on the number of 
needy people in a state. USDA has done preliminary calculations 
of what would happen in the aggregate and to selected states in 
1996. overall, expenditures on nutrition programs would be 
reduced by 13 percent because of appropriations levels that are 
below anticipated spending in 1996. But the effect on individual 
states would vary enormously. California would receive $650 
million more in 1996 than in 1995, a 16 percent increase. But 
Louisiana would receive $375 million less, a 33 percent 
decrease. Tennessee would lose 24 percent, and Michigan 20 
percent. Block grants allocated according to need create large 
state winners and losers relative to the current system. The 
Department of Agriculture will share a full report showing 
impacts on all the states next week. 

A different way to construct a block grant would be to base 
funding on previous expenditures. The block grant alternative to 
the AFDC system that is Included in the Personal Responsibility 
Act is an example of this kind of distribution, states would be 
able to receive 103 percent of their 1992 expenditures to use 
with almost complete flexibility in providing benefits to needy 
families. He can examine the effects of this kind of a block 
grant by asking ourselves what would have happened if such a 
block grant had been put in place for all the states in 1988, 
based on 1987 expenditures. He did calculations to see what 
selected states would have received in 1993 under this 
hypothetical block grant compared with what they actually spent 
in 1993. If all states had chosen the block grant option, states 



54 


in aggregate would have received 26 percent less than what 
they actually spent, partly because of inflation and partly 
because oif increasing caseloads. Again, however, the Impacts on 
indlvldu^ states vary enormously, Florida would have received 
61 percent less; Tennessee 43 percent lass; Michigan 3 percent 
more; Connecticut 40 percent less. Table 1 shows the results for 
all states. Using a different five year period would yield 
different results. For exa^le, several states in the midwest 
whose economies Improved between 1988 and 1993 would have 
suffered in 1988 luider a block grant set in 1983. 

Of course, if the cap had been in effect in 1988, it is 
possible that states could have changed their welfare programs to 
keep their costs within the limitations imposed by the caps. But 
it is hard to Imagine that states would have been able to reduce 
demand enough to counteract the significant economic and 
demographic changes that were occvurring over this period, and 
occurring to very different degrees in different states. Block 
grants set to reflect current spending can create unpredictable 
and highly variable impacts due to inflation, population 
migrations, and changing economic and demographic conditions. 

The design of a block grant, or the allocation of a capped 
entitlement, inevitably requires a formula. Different formulas 
produce different winners and losers, but substantial disparities 
will always result. In deciding whether the fiscal benefits are 
worth the potential effects on states, historical spending trends 
may be informative, since 1972, there have been some 
fluctuations in AFDC expenditures, but aggregate, real current 
expenditures (net of child support collections) are slightly 
lower than 20 years ago. But the relative stability in aggregate 
spending masks large variations among states. Over the period 
1985-1993, state experiences varied widely; a few states 
experienced declines, while some experienced very substantial 
Increases. Illinois, Iowa, Michigan and Wisconsin experienced 
declines in real expenditures in excess of 20 percent. At the 
same time, expenditures in four states (Arizona, Florida, Nevada, 
and New Hampshire), more than doubled in real terms. 

Basic Family Pro tections 

As we reform welfare to focus on work, responsibility and 
reducing dependency, we must not forget that these programs 
provide a lifeline when a parent has lost a job, a mother cares 
for a severely disabled child, an abused partner finally takes 
her child and breaks away, an elderly person can't make it on 
meager pension (benefits, or a working feunily needs a small 
supplement. As a nation, we have accepted responsibility for 
ensuring that our neediest families have some help in meeting 
their basic needs. 

The Personal Responsibility Act would impose a cap on 
funding for the AFDC, SSI, child support, emergency assistance 
and other programs and would block grant all food and nutrition 
assistance programs. It also provides that these programs would 
no longer be entitlements, for either individuals or states. 
Instead they would be discretionary spending programs subject to 
annual appropriations. 

Although the legislation does not specify what would happen 
if spending exceeded the caps in a given year, these changes 
could have profound Implications for our neediest families. They 
could mean that SSI recipients might not get checks during the 
last months of the fiscal year. The caps could mean that 
families whose earners lost jobs or were hit with a serious 
financial emergency toward the end of the year might be treated 
'^ifffiJ^sntly from families that needed assistance at the beginning 
of the year. They might be denied benefits, their t)enefits might 
be reduced or they might be put on waiting lists. Spending caps 
could also mean t]iat food and nutrition assistance might not be 
available to working families when their hours or wages were 
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reduced. Tbeee effects could be worse In recession years, when 
federal funds relative to need would be greatly reduced. 

It Is possible tbet states or private charities could maXe 
up shortfalls resulting fros the federel goverraaent's spending 
caps, and provide help to their needy residents. But demands on 
the states are likely to be greatest at precisely those times and 
in those states where ability to respond is most strained. 
Particularly in times of economic downturn, it is gulte possible 
that the most vulnerable cltlsens in the poorest states would be 
left without the basic necessities of life at a time when jobs 
are the least available. 

Conclusion 

Understanding the profound issues that are potentially 
raised by dramatic changes in the funding structure of welfare 
programs does not mean that these issues cannot or should not be 
solved. Let me restate that we in the hdmlnlstratlon, like 
members of Congress, believe that the welfare system needs to be 
changed in fundamental ways. Our welfare reform proposal takes 
bold steps to refocus the system on the national objectives of 
work and responsibility, tdilla Increasing state flexibility and 
protecting America's ne^lest families. Obviously, there are 
other approaches and other creative solutions to these issues as 
well. But before adopting one or another approach, it is very 
important that we carefully assess the likely impact of that 
approach. Ns look forward to working with the committee and 
others in exploring those alternatives. We also offer our 
cooperation in providing Information as we move forward together 
to reform the welfare system. 

I'd k>e happy to answer any questions at this tine. 
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Chairman Shaw. Mr. Ford. 

Mr. Ford. Thank you very much, Mr. Chairman. 

Dr. Bane, we absolutely must do more to help welfare recipients 
prepare to work. I know this is the administration’s goal in the leg- 
islation that was submitted to the Congress in the welfare policy 
of 1994. I even think that we can require them to work if we guar- 
antee them a Uving wage in society. The administration would sup- 
port that totally. 

I don’t think we as Democrats or this administration or Repub- 
licans in this Congress want to continue to have welfare payments 
without welfare recipients, those able to work, if we can identify a 
living wage and a job, that those persons ought to work in the work 
force. Is that pretty much where the administration stands? 

Ms. Bane. That is correct. We in the administration are very 
supportive of requirements and encouragements that would help 
welfare recipients to work. 

Mr. Ford. When we think in terms of children, we too have a 
responsibility really to protect the welfare of children of this coun- 
try, and all of the talk about block grants or a new welfare policy 
in this countiy, I think we are all committed to the fact that these 
are children. We are talking about the head of the household who 
is receiving the benefits for the children and placing them in the 
work force, but we must have ^delines to protect the children of 
this coimtry. Is that pretty much the administration’s position? 

Ms. Bane. That was the position of the Social Security Act when 
the program was put in place, and, yes, that is the administration’s 
position. 

Mr. Ford. For the past 20 years, and I am reading from a report 
from the Children’s Defense Fund headed by Marion Wright 
Edelman, for the past 20 years we have been cutting AFDC. AFDC 
has dechned from 1.5 percent of the Federal budget in 1979 to 1.1 
percent in 1992. Social Security, by contrast, constitutes about 25 
percent of the Federal budget. The value of AFDC declined from 47 
percent since 1970 and the real value of AFDC benefits has de- 
chned between 13 and 67 percent in every State, because, unhke 
Social Security, payments to mothers and children are not raised 
automatically to keep pace with inflation. Is that pretty much cor- 
rect? 

Ms. Bane. Yes| sir. 

Mr. Ford. We have seen that, and heard that welfare payments 
have been increasing and we could cut the deficit significantly by 
cutting AFDC and other aid programs without hurting the chil- 
dren. That is basically the myth that we have been working from. 
Can you comment on that? 

Ms. Bane. I think you just pointed out what a small proportion 
of the Federal budget AFDC benefits actually are, so we certainly 
wouldn’t want to make the argument that we could cut the deficit 
substantially by cutting AFDC benefits. They are quite a small pro- 
portion of the Federal budget. 

Mr. Ford. It goes on and says: While the value of AFDC fell, 
poverty overall has increased more in U.S. children today than any 
time in the past 29 years as did the intensity of poverty. In 1993 
it says 6.5 million children hved below half the Federal poverty 
level, and it goes below $6,000 for a family of 3 up to 3.4 milUon 
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in 1979, and when children live in poverty, their risk of 
undernourishment, developmental problems, chronic accidents, and 
death increases significantly. A whole host of problems in our soci- 
ety exist when we see that there are more poor children and more 
poor people in this country than ever before. We are saying we are 
going to help reduce this Federal deficit, which we want to see hap- 
pen, but I don’t think we want to do it at the risk of endangering 
children even more so than they are today. 

Is that pretty much the administration position as we look at the 
total pictiire of trying to make sure that there are certain sanctions 
for those, that maybe were described by the Governor of Michigan, 
that people who don’t want to work that would put in alternatives 
and sanctions that would be necessary to make sure we put able- 
bodied people to work and make sure that both the father and the 
mother, that we don’t single out and penahze mothers and children 
in this countiy, but we also go after all those who would have a 
responsibility here to lower the financial biirden of the Federal 
Government? 

Ms. Bane. Mr. Ford, I think we all would agree that the welfare 
of children would be well served by changes in the welfare system 
that would help their parents to work, that would make sure that 
both parents exercise parental responsibility. If we can make 
changes in the welfare system in those directions, that will benefit 
children over the long run. That is our goal, and I think that is 
your goal as well. 

Mr. Ford. Thank you. 

Chairman Shaw. Ms. Dunn. 

Ms. Dunn. Welcome Dr. Bane. As a new Member of the Commit- 
tee, I would like to ask your indulgence in helping me characterize 
the administration’s plan as compared to the Republican reform 
plan. Under our bill, families woiild lose their AFDC benefit after 
5 years. Do you agree with this provision? 

Ms. Bane. Under the administration’s proposal, cash benefits for 
AFDC recipients could be received only for 2 years before the recip- 
ient was required to work. The administration believes that the 
welfare system should help people get into work and help them get 
into work quickly, but we also believe that, in those circumstances 
where a welfare recipient is not able to find a private sector job, 
we have a responsibility to ensure that a work opportunity is avail- 
able so that she can support her children. 

Ms. Dunn. Do you support any kind of time limits in AFDC pro- 
grams? 

Ms. Bane. The administration proposal is quite clear that a 2- 
yeeir limit on benefits is what we support, and that after 2 years — 
and before 2 years, when possible, because we think many people 
can move into work much more quickly — that AFDC recipients 
should be expected to work. 

But we don’t think you can say arbitrauily in all circumstances 
that a time limit ought to apply. We believe there will be cir- 
ctimstances where people caring for disabled children, for example, 
will be imable to work themselves. Under other circumstances, jobs 
simply are not available, and continued support in the form of a 
job might be appropriate. 
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Ms. Dunn. Are you aware that after 5 years an average family 
will have received in these benefits $60,000? 

Mr. Ellwood. I am certainly not aware of that. What we in fact 
find is that typically recipients move on and off welfare quite rap- 
idly. Seventy percent leave within 2 yeeirs, 90 percent within 5. 
Often they end up coming back, however, and so part of what is 
going on is you have people who have gotten a job, lost a job, and 
come back. 

I would just reiterate what Dr. Bane said, and that is we feel 
quite strongly that 2 years or less is the right number before people 
absolutely have to work. The question is what about when someone 
is unable to work? What happens to them then? What if they are 
caring for a disabled child? What if they are in an area where the 
economy is so bad that there really aren’t jobs, then what happens? 

Ms. Dunn. The point that I would like to make is that if the tax- 
payers knew that we were spending $60,000 on an average family 
over a period of 5 years, they might believe it is important to have 
a cutoff date for the benefits. 

It is the return to the welfare rolls that can be devastating. It 
may be that 90 percent do get off within the first 5 years, but it 
is tiieir return that adds to the cost of the American taxpayer. 

Mrs. Kennelly. Will the gentlewoman yield? 

Ms. Dunn. Yes. 

Mrs. Kennelly. Jennifer, how are you figuring out that $60,000? 

Ms. Dunn. The number that I am using comes from the “Green 
Book.” It comes from the cost, which is about $12,000 for a median 
State multiplied times five. 

Mrs. Kennelly. Total figure over 5 years? 

Ms. Dunn. Yes. 

Mrs. Kennelly. OK 

Ms. Dunn. Dr. Bane, does the administration believe that tax- 
payers ought to guarantee on an entitlement basis cash, food 
stamps, and medical care? I will give you a couple of examples, and 
I would like to have a yes or no because my time is nearly up. A 
15-year-old mother who gives birth to a child out of wedlock, yes 
or no? 

Ms. Bane. I am sorry. 

Ms. Dunn. The benefits in the form of cash and food stamps and 
medical care; would you award that to a 15-year-old mother who 
gives birth to a child out of wedlock? 

Ms. Bane. Only if she was living at home, only if she was staying 
in school, and only if that money was needed for the care of the 
child. 

Ms. Dunn. What about a mother of two children who has been 
on welfare for 8 years? 

Ms. Bane. Only if she is working or cooperating in moving on to 
work, or perhaps CEuing for a disabled child. 

Ms. Dunn. When you say cooperating in moving on to work, 
what do you mean? 

Ms. Bane. In your example of someone who had been on welfare 
for that long a period of time, we would certainly expect that per- 
son to be working. 

Ms. Dunn. So not in job training? 
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Ms. Bane. Under our proposal, it may be appropriate to provide 
job training, education, and other placement services for up to 2 
years, but with very few exceptions. 

Ms. Dunn. What about a 25-year-old man who has no physical 
impairments but he has a doctors note claiming that his addiction 
to crack cocaine renders him incapable of work? Would you provide 
him those benefits? 

Ms. Bane. Our proposal allows the States to require that person 
to participate in drug rehabilitation programs. We believe that 
would be appropriate, and benefits would be appropriately condi- 
tioned on fi^ cooperation with those programs. 

Ms. Dunn. Tha^ you. 

Chairman Shaw. Mrs. Kennelly. 

Mrs. Kennelly. Thank you, Mr. Chairman. Dr. Bane, account- 
ability is used here, that word, and everybody wants to have ac- 
countability of who receives the welfare fi’om the taxpayers, and 
people are very, very discouraged. They have had it with the 
present welfare system. 

And yet accountability is something that we live by. We run 
every 2 years and I had to have accoimtability when we did the So- 
cial Security changes in 1983, they are still asking about that, the 
1986 tax reform, toe 1993 budget bill. I think our role, some of us 
in toe minority, is to make sure that we see what is ahead so that 
when we go home and they say what happened, we say we did wel- 
fare reform. They say how come our quality of life has disinte- 
grated. We have to look at some things such as children who have 
real problems because of that reform. Could you expand on what 
would happen when a State is in recession or when recession hits 
when there is no individual entitlement? 

Ms. Bane. That is what I worry about, Mrs. Kennelly. I was 
thinkin g, as toe Governors testified this morning, when I was Com- 
missioner in New York, I visited a town in western New York in 
which the local factory, I think it was a typewriter factory, had just 
closed. There were people in the welfare office having to apply for 
AFDC and food stamps who had never imagined themselves in that 
situation. They were there because they had to, because of the ef- 
fect of the plant closing. The church’s resources were strained. The 
charities’ resources were strained. Local government resources 
were strained. Their own families’ resources were strained. So I 
worry that if we set those strict spending caps in the form of a 
block grant or a discretionary grant that those are the people who 
are going to be hurt. 

Mrs. &:nnelly. Thank you. Dr. Bane. Governor Engler talked 
about, and we are all looking for, solutions to our State problems. 
He said that he was able in a matter of 2 years, I think he said, 
to see $100 million collection in welfare changes. Have you got any 
insight, and we didn’t get a chance to ask how that happened — do 
you have any insight as to how he brought about this change so 
successfully? 

Ms. Bane. We haven’t got a clear indication of toe data. One of 
toe things we welfare bureaucrats do when we grant the waivers 
is ensure that there is, in fact, a good evaluation and a very careful 
accounting including a comparison with a control group of what the 
costs are and what benefits are actually being achieved. We only 
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have preliminary data, so I really can’t comment on how those sav- 
ings estimates will hold up. 

We do know that one of the proposals in Governor Engler’s plan 
was for the welfare department to make special efforts to move 
children from the AFDC Program onto the SSI Program. We do 
know that some of the savings to the State have come because of 
that transfer to the Federal Government. 

Mrs. ICennelly. So if you take a person off AFDC, which is a 
Federal program, and put him on SSI, which is a Federal program, 
that is an accounting plus for the State? 

Ms. Bane. It is because the AFDC Program is paid for in Michi- 
gan, as it is in New York, about half by the State and half by the 
Federal Government, whereas the SSI Program is paid for 100 per- 
cent by the Federal Government. I did see that in New York when 
I was Commissioner too. 

Mrs. Kennelly. The Governor was not too complimentary about 
bureaucrats looking at waivers. I think he will be thrilled to hear 
you and he share that, though I see it as kind of a transfer that 
I think is counted as a plus. The Governor was very critical about 
bureaucrats and waivers. 

Could you quickly defend yourself on why waivers possibly could 
be a safeguard or what are you doing that he feels is not being 
done correctly? 

Ms. Bane. I wish we could do them faster too. We are not 
waiving our own creative rules and regulations, but laws that have 
been passed by Congress and made part of the Social Security Act 
partly because, as Mr. Nussle commented, there are things that go 
wrong. There are things that need to be solved, and we have built 
regulations arotind them. 

So, in working with the States on waivers, we have to work 
through how they are going to solve these problems. We also work 
with them on an evaluation plan so that we can learn from what 
we do and work with them to try to avoid legal challenges to their 
demonstrations. 

Mrs. Kennelly. I want to commend your administration for real- 
ly moving on waivers. I remember trying to get one for Connecticut 
some years ago and it was impossible. So I salute you, that since 
that was your charge, you did move it. 

Thank you, doctor. 

Chairman Shaw. Mr. Levin will inquire. 

Mr. Levin. Thank you. Let me ask you to draw on yoim experi- 
ence. I foimd the testimony earlier to be very revealing. I think it 
is really kind of a call for not reform, but revolution. A total devo- 
lution of authority to the States in this area. Governor Engler used 
the image of a car, I guess we come from Michigan and we tend 
to use such an image, and he suggested the Federal Government 
should get in the back seat, and I think I favor that, and put the 
States in the front seat. 

But I think toward the end he really suggested that the Federal 
Government should be out of the car altogether except for provid- 
ing the gasoline. So in a way it is total devolution, and I think it 
is a call in this area and in food and nutrition to kind of go back 
to the Articles of Confederation. 
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So let me ask you this — why not? What is the national interest 
in these famihes, in these children? 

Ms. Bane. As I outlined in my testimony, I think we all do have 
some national objectives for welfare reform. We need to provide na- 
tional leadership to ensure and to prod all the States to meet these 
objectives having to do with work, with parental responsibility, 
with protecting children. 

We also have to recognize that we do hve in a Nation where 
there is a lot of movement from one State to another, and where 
there needs to be some national clearinghouses, national inter- 
changes, for example, to make sure that there is not fraud across 
States, to make sure that we can collect child support across 
States, to make sure that when people go from one State to an- 
other, they don’t get a completely Afferent set of treatments. 

Also, we need to keep in mind that there are economic cycles. 
They do affect States differently over time, and some States are 
much worse off than others, not only at a given point in time, but 
as their economies change, and I think that we as a Nation do have 
a responsibility to help the States and to help the citizens of those 
States in those very troubled times. 

Mr. Levin. Thank you. 

Chairman Shaw. Mr. Rangel. 

Mr. Rangel. Thank you, Mr. Chairman, and we thank you for 
the contribution that you are making here. Maybe since you have 
studied this Contract With America more than I have, are there 
any provisions that States have to maintain the contributions that 
they are making toward AFDC as you understand it? 

Ms. Bane. As I understand the Contract With America that was 
submitted at the beginning of the session, the maintenance of effort 
provisions were not repealed. I don’t know what is being discussed 
now with respect to block grants. As I imderstand it, there is 
thought of not continuing those maintenance of effort provisions. 

Mr. Rangel. So that is one of the things that we have to look 
for because we may be kicked out of the car, but the people may 
not even put the gas in on the State level. 

Second, as you imderstand the Contract With America, do we 
guarantee that we will increase the Federal funds to reflect need, 
or are we out of it just with the block grant? 

Ms. Bane. Again, as I read the Contract, and obviously other 
people are better able to state this, one crucial piece of it, which 
is part of the original bill and of the new discussions is, to make 
the welfare programs discretionary progreims subject to annual ap- 
propriations. As I understand it, the Congress would have to choose 
each and every year in the context of the overall Federal budget 
how much money would be available for these programs. 

Mr. Rangel. That means that the welfare cases then would have 
to compete against other budget priorities in the Congress? 

Ms. Bane. That is how I read that proposal, yes, sir. 

Mr. Rangel. Well, we are very concerned about how you read it, 
because you are the expert now. I want to make certain that there 
is nothing here that guarantees the States or the people that the 
Congress is going to maintain the Contract. It will just go to the 
authorizing and the appropriation committees like any other dis- 
cretionary program. 
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Ms. Bane. That is correct, Mr. Rangel, and I believe that not 
only the AFDC Program and the Food Stamp Program come under 
the discretionary cap, but also the SSI Program for elderly and dis- 
abled poor citizens. 

Mr. Rangel. And once the Congress decides what the cap is 
going to be, then that goes to the State and, no matter what hap- 
pens with their economy, they are on their own as to if things get 
worse. If there are more poor folks, they just have to figure out 
what to do themselves? 

Ms. Bane. That is correct. With the SSI Program, if the money 
ran out, we at the Federal level would have to figure out what to 
do, whether to stop sending checks to elderly and disabled citizens. 

Mr. Rangel. If indeed there were an economic depression going 
on in the States and there were no jobs available, under the Con- 
tract, the Governor can proclaim not only are there no jobs avail- 
able, but that they are also la3dng off public servants, and there is 
a recession — after 2 years without a job or one not being available, 
this person could possibly not receive any funds from the State 
under the Contract? 

Ms. Bane. As I understand the Contract legislation. States would 
have the option of cutting people off after 2 years and would have 
to cut people off after 5 years, regardless of whether jobs were 
available. 

Mr. Rangel. If this 15-year-old girl became pregnant and the fa- 
ther of the child was killed in the streets, and she was put out by 
her mother and father, who had family values and rejected her, 
under the Contract, the child that is to be bom would not be enti- 
tled to anything under the Republican Contract; is that true? 

Ms. Bane. That is how I read that provision. If the mother was 
not married at the time the child was bom and she was a teenager, 
that child would not be entitled to benefits for the whole 18 years. 

Mr. Rangel. Even if the father of the child died defending some- 
one’s honor in the street, the fact that he didn’t marry the mother, 
the child would not be entitled to any assistance imder the Con- 
tract With America? 

Ms. Bane. That is how I would read the provision, yes. 

Mr. Rangel. Thank you so much. 

Chairman Shaw. Dr. Bane, I would suggest that you go back and 
read that portion of the bill again because what we have talked 
about is cash benefits. There is leeway for the States to provide 
other services. Quite frankly, and one of our witnesses made a 
point of this, I know that the administration is suggesting greater 
restrictions on teenage moms than presently exists under present 
law. I think you would agree that present law is totally unsatisfac- 
tory in giving a 15-year-old a check or a cash benefit without sub- 
stantial restrictions. Don’t you agree with that? 

Ms. Bane. We agree that there should be requirements on teen 
mothers to five at home, to stay in school, and to exercise parental 
responsibility. 

Mr. Rangel. Mr. Chairman 

Chairmein Shaw. I yield to the gentleman. 

Mr. Rangel. I thought that you would not agree that what I said 
was correct. I merely did it to show that this is going to be a wide 
area for us to be cooperating with you. Some of the things in the 
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so-called Contract are not understood and the quicker we can un- 
derstand exceptions to the rule — ^because, as you said and as the 
administration has said, we don’t believe we should encourage a 
15-year-old to look forward to a check so they can set up a house- 
hold just for being irresponsible. So the quicker we can get £uiswers 
to these questions the closer we can reach the objective that both 
of us want, and that is to reform the system as we know it. 

Chairman Shaw. One of our witnesses yesterday described the 
cash benefit directly to a 15-year-old as federally funded child 
abuse, and I thought that was quite good. She made the remark 
that you wouldn’t entrust your dog to some of these kids that are 
having kids and the fact that they are setting up separate house- 
holds and receiving cash benefits is absolutely outrageous. 

We will look forward to working with the administration and 
with all Members on the Committee in putting together a package 
in which we can discovmage teenage pregnancy, but we are not 
going to forget the babies that are brought into this world through 
no fault of their own. 

If there are no other questioners. Dr. Bane, Dr. Ellwood, it is al- 
ways a pleasvire to have you with us and we look forward to work- 
ing with you in the months ahead. 

Ms. Bane. Thank you. 

Chairman Shaw. We have a very distinguished final panel, with 
Robert Rector, who is a senior policy analyst with the Heritage 
Foundation; Michael Horowitz, who is a senior fellow with the 
Hudson Institute, Washington, DC; Marvin Olasky, professor of the 
department of journalism at the University of Texas in Austin; and 
Robert Greenstein, the executive director for the Center on Budget 
and Policy PWorities in Washington, DC. 

I would ask that each of the panelists confine your remarks to 
5 minutes, and that would give the Members ample opportunity to 
inquire and ask you questions in order to expand yoiur testimony. 
Your written testimony is a part of the record and as soon as the 
room quiets down, I will ask Mr. Rector to proceed. 

Mr. Rector, please proceed. 

STATEMENT OF ROBERT RECTOR, SENIOR POLICY ANALYST, 
HERITAGE FOUNDATION 

Mr. Rector. Thank you. Chairman Shaw. I appreciate this op- 
portunity to come before the Subcommittee. Let me begin by saying 
that 30 years ago in launching the war on poverty, Lyndon John- 
son told us that this was to be an investment which would retxum 
its cost to the taxpayer manyfold. 

What I would like to discuss today in my testimony is exactly 
how much we have invested in this effort and what is the payoff 
or the dividend that we have received for this investment. I am 
going to talk about the toted cost of the war on poverty, the total 
cost of the current welfare state, and by the welfare state, I mean 
meeins-tested programs for low-income and poor Americans: Cash, 
food, housing, medical care, and social services targeted to the poor. 
This is what we basically launched into, a comprehensive welfare 
system in 1964. 

There are over 75 major Federal means- tested programs. When 
you talk about the small ones, over 300 programs. The total spend- 
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ing by Federal eind State combined on the 75-plus major programs 
in 1994 was $350 billion, over 5 percent of the GDP. If we look at 
the chart which I have provided here, we can see what we have in- 
vested in the past. Back in 1964 when the war on poverty began, 
we were spending 1 percent of the gross domestic product on wel- 
fare. Today that spending has risen to over 5 percent. 

After adjusting for inflation, welfare spending has gone from $40 
billion a year to $340 bilhon a year, a ninefold increase since 1964. 
Total spending from 1964 to the present time, adjusted for infla- 
tion, is $5.3 trillion. That cost after adjusting for inflation is great- 
er than the cost of defeating Germany and Japan in World War II 
by a considerable margin. But in World War 11 we won. In the war 
on poverty, poverty won. 

I^t’s look at the consequences of this $5.3 trilUon investment we 
have made in programs for the poor. The most striking con- 
sequences are shown on the chart in the black line. The black line 
represents the percentage of the American population that was 
poor. What we see on the chart is that starting at the high point 
in 1950, about a third of the population was poor. The red Une 
chairts constant dollar welfare spending. During the fifties the 
spending is at the bottom of the chart. You can barely see it. But 
during the fifties and early sixties, the poverty rates plummeted, 
falhng about 1 percentage point a year. 

Poverty fell from 30 to 15 percent of the population while welfare 
spending remained at a tiny level. Then something happens. In 
1965 the spending takes off and begins to explode. But the poverty 
rate stops falling. It kinks over and basically remains unchanged 
for the next 30 years, bumping up and down a little bit. It is higher 
today than it was in the midsixties when the war on poverty began. 

So despite $5.3 trillion, we not only didn’t reduce poverty, we 
brought to a standstill the natured progress against poverty that 
was occurring before the war on poverty began. Similarly in the 
same period, the illegitimate birth rate rose from around 5 percent 
to close to 33 percent, the crime rate quadrupled, and on auid on. 
In almost every social indicator, our society became worse as a re- 
sult of this spending. 

I would like during the question and answer period to go further 
into addressing that. The second chart shows the CBO projections 
of the spending on these 75 means-tested programs in the future. 
Today we are spending about $340 billion, 5 percent of GDP. If we 
continue on our current course, by 1999 that spending will increase 
by over 60 percent to $550 billion, spending will rise from its cur- 
rent level of 5 percent of GDP to 6 percent of GDP. 

Frankly, under the current system, there is no light at the end 
of the tunnel. I would ask you to ask any of the witnesses from the 
administration at what point in time they could ever conceive that 
this spending would begin to go down or even that the spending 
would not rise as a percentage of GDP. We are locked into a course 
of inevitable spending increases and inevitable increases in depend- 
ency, and I hope that in the question and answer period, I will be 
able to go into certain ways that we cannot only help the poor, but 
£ilso bring this fantastic explosion of spending under control. 

I thank you. 

[The prepared statement and attachments follow:] 
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THE GROWTH OF THE WELFARE STATE 


Introduction 

The total annual cost of U.S. wel^ spending now exceeds S324 billion; this 
amounts to more than $3,400 for each taxapaying household in the U.S. After ^justing for 
inflation, welhre spending is now 9 times greater than when Lyndon Johnson launched the 
War on Poverty in the mid-sixties. 

As in the current welfare reform debate, each prior expansion of the welfare system 
has been rationalized as an 'investment' which would save money in the long ran. But these 
'investments' have led only to higher spending and «r»l»rin£ social problems. 

Since the onset of the War on Poverty, the U.S. has spent over $5.3 trillion on 
welfare. But during the same period, the official poverty rate has remained virtually 
unchanged; dependency has soared; the ftunily has collapsed and illegitimacy has 
skyrocketed. And crime has esclalated in direct proportion to the growth in welfare 
spending. 

U.S. society can no longer tolerate open-ended growth in destructive welfare 
spending. A key goal of any serious welftue reform must be to limit the future growth of 
welfare spending. 

Defining th e U.S. Welfare System 

The federal government currently runs over 75 interrelated and overlapping welfare 
programs. Many states operate independem state programs in addition to the federal 
programs. (A list of major welfare programs is attached.) The welfare system may be 
defined as the total set of government programs exp licitly derifned in agist poor and low 
income Americans Welfare assistance has Aree ostensible objectives: 

n .SiKfaininy I Jviny .Sundanh Throiiyh r«di ind Nnn-Tash Transfers 

Federal and state governments provide cash aid, food, housing and medical 
assistance. These programs are intended to directly raise an indivirhial’s 
material standard of living. Such aid directly siibtiitutes for the private sector 
income which the welfare recipient is presni^ to be incapable ot earning for 
him or herself. 

2) Promoting Mf-Sufficiency. A smaller number of government programs 
are intended to increase the cognitive abilities, earninp capacity arid living 
skills of lower income persons. Typical ptograms in this category would 
include government job training programs for low skilled individuals or special 
education programs targeted at disadvantaged persons. 

3) Aiding econom icallv distressed communities. The federal government also 
provides aid to governments in low income or economically distressed areas. 
The nominal intent of this aid is to broaden the economic opportunities within 
die community and thereby indirectly to benefit low-income persons who live 
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there. 

Targeted. C ateeoriial «nil Meja^-T ^ed Propaim 

An additional criterion for defining the welfare state is that weltee programs are 
individiially means-tested community targeted , or categorical . Community targeted programs 
provide assistance to communities which either have a high percentage of poor and low 
income persons or are 'economically distressed*. Categoric^ weltee programs provide aid 
to specific disadvantaged or needy groups such as migraffl hum workeis, homeles persons, 
or abandoned children.' 

'Individually means-tested' programs also provide aid directly to low income and 
poor persons. A wide variety of government programs such as cash, food, housing and 
medi<^ care can be 'means-tested'. Roughly 9S percent of total welfare spending takes the 
form of means-tested aid directly to individuals. Means-tested programs restrict eligibility for 
benefits to persons who have 'means' (i.e. non-welfare income) below a certain level. 
Individuals who have non-welfare income above a specified cut off level cannot receive aid. 
Thus, Food Stamps and public housing are 'means-tested' programs, because benefits are 
limited to lower income persons. By contrast. Social Security and public schools are not 
'means-tested'.' 


Total federal and state spending on welfare programs was $324.3 billion in FY 1993. 
Of the total, $234.3 billioo or 71 % comes from federal funding and $90 billion or 28% 
comes from state or local funds. But these figures significantly understate the role of the 
federal government in welfare. Many federal welfiue programs require a state govermnem 
contribution; in order for individuals within a state to receive aid from these fedend 
programs, the sute government must match or pay a certain share of federal spending in the 
sute on that program. Out of the total of $90 billion in state and local welfare spending 
described in this paper fully $78.6 billion takes the form of state and local contributioas to 
federally created svelfrre programs. Of total welfare spending of $324 billioa, only $11.4 
billion or 3.3% is spending for independent state welfare programs.’ 

Categories of Welfare Spending 

As noted, the welfare system theoretically is designed to promote three proclaimed 
goals; to prop up material living standards; to promote self-sufficiency; and to expand 
economic opportunities within low-income communities. Federal and state governments 
operate a variety of welfare programs to meet these goals. Such programs include: cash aid 
programs; food programs; medical aid programs; housing aid programs; energy aid 
programs; jobs and training programs; targeted and means-test^ education programs; social 
service prxrgrams; and urban and community development programs. 

Cash Aid The federal govettunem operates eight mayor means-tested 
assistatKC programs. Many state governments also operate iradepeardent cash programs 
termed General Assistance or General Relief. Total cash welfare spending by federal 


I Uthough a cateyorical preycaa sill aot liave fonal fiaaacial aeav-tast (as dascxltsd la the aaia 
text), tha aetnre of the yc^ larsed as sell as the aethod e( cferitiay the (coqraa sill result la ths bulk 
of assistance yola; to lev isoose persons. 

hem proyrans such as Cuacanteed Student leans art foraallr seans-tested tut the aeans-test or iaoose 
cat off is to hi^ that the proyraa henefits eiiily the aiddle clan, hespite the aeans-test, such proyran 
should not be coasiderad part of the selfare systei, and have not been included in the proyrans listed or 
spendiny totals calculated for this paper. 

’cotprehensiTe fiyures oo independaut state and local selfare spendiny are difficult to obtain. It is 
pouible that there Is as such at $10 to $15 billioa dollats in indapendest state and local selfare «p««ai»y 
shich is not included it this report, losertr, esen if this eitia state and local spendiny sere included in 
the speediny totals, the selfare systai sould still he orershelninyly federal in structure. 
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and state governments reached S71.3 biltioo in FY >993. 

Food Aid Hie federal government provides 1 1 major programs providing food 
assistance to low income persons. Total food aid to low income persons equalled $36 
billion in FY 1993. 

Housing Aid The federal government tuns 14 major housing programs for low 
income persons. Many state governments also operate independent state public 
housing programs. Trital housing aid for low income penons equalled $23.3 billion in 
FY 1993. 

Medical Aid The federal government runs 8 medical programs for low income 
persons. Many states operate independent medical General Assistance programs. 

Total medical aid equalled $133.8 billion in FY 1993.* 

Energy Aid The federal government operates 2 programs to help pay the energy bills 
or to insulate the homes of persons with low incomes. Total spending equalled $1.6 
billion in FY 1993. 

Education Aid The federal government runs 9 programs providing educational 
assistance to low income persons, rlisadvantaged minorities, or low-income 
communities. Total spen^g equalled $17.3 billion in FY 1993. 

Training and lobs Programs The federal government cutreatly operates 9 different 
jobs and training programs for low income persons, costing $3.3 billion in FY 1993. 

Targeted and Means-Tes ^ Social Services The federal government also tuns 11 
programs providing special social services to low income persons. These programs 
cost $8.4 billion in FY 1993. 

llftan and rommimity Aid Programs The federal government tuns 3 programs to aid 
economically distressed conununities. These programs cost $4.8 biUion in FY 1993. 


The Growth nf th> Welfira State 

The welbre state, after remaining at low levels through the 1930’s and early 1960’s, 
has undergone explosive growth since the onsa of the War rm Poverty. In inflation adjusted 
terms, welfare spettding has grown in every year except one since the mid-sixties. 

* in constant dollars, federal, state and local goverrunents now spend 9 times as 
much on weltoe as in 1964 when the War on Poverty was beginning. Welfare 
spending per capita in constam dollars is seven times as high as in 1964. 

* After arijusting for inflation, weltee spending per capita lorlsy is five times as high 
as during the Great Depresskn when a quarter of the went force was unemployed. 

* Welfare spending is absorbing an ever greater share of the national economy. In 
1964, welhre spending equalled 1.23 percent of Gross Domestic ProdiKt. By 1993, 
spending had risen to 3. 1 percem of GDP; This was a record high, exceeding the 
previous peak set during the Great Depressioo. 

* Welfare spending in FY 1991, FY 1992, FY 1993 exceeded defense spending for 
the Erst time since the 1930's. 


* ttua fiqm iacloks the share of Micatt nhich 90CS to pereena vith inceaes helev the porert; leftl 
at a total coat of tlS.S billion. Ibata fiode larqely represent the medicaid buy into Micart* by rhich 
the hedicaid systen pays the preaiuas for poor persons to enable tbea to enroll in aad nceiic benefita fron 
nedicare. 
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* There are repeated claims that Ronald Reagan 'slashed' welfare spending. In 
reality, welfare spending grew during the I980's, after adjusting for inflation. In 
1993, per capita welfare spending in constant dollars was 43 percent higher than 
when [Tesidrat Reagan took office in 19S0. 

* Contrary to some claims, the growth in welfare spending has not been limited to 
medical aid. In constant dollars, per capita cash, food and bousing aid is now 31 
percent higher than in 1980 and 4.6 times higher than in 1964. 

The Total Cost of the War on Poverty 

The financial cost of the War on Poverty has been enormous. Between 1964 and 
1994, welfare spending has cost the taxpayers $S.3 trillion in constant 1993 dollars. This 
amount is greater than the cost of defeating Germany and Japan in World War n, after 
adjusting for inflation. Out of total welfare spending of $5.3 trillion, cash welftre programs 
cost $1.3 trillion. Medical programs assisting low income persons have cost $2.1 trillion. 
Spending on food programs equalled $602 billion, while housing and energy aid programs for 
low income persons have cost $490 billion. Special education programs for low income 
children have cost $319 billion, and jobs and training programs have cost $215 billion. An 
additional $230 billion was spent on special social services for the poor, and $172 billion has 
been spent on development aid for low income communities. 


Projected Growth of Welfare Spending 

The notion that the U.S. would spend $5.3 trillion on the War on Poverty would have 
dumbfounded most members of Lyndon Johnson's White House. In launching the War on 
Poverty, President Johnson did not promise an open-ended expansion to the welfare state. 
Instead, he spoke of a temporary investment which would help the poor to become self- 
sufficient and climb into mainstream society. But the growth of the welfare state has been 
unending and relentless. 

Moreover, there is not even the ^ntest glimmer of 'light at the end of the tunnel* for 
the end of the War on Poverty. According to the Congressional Budget Office, total annual 
welfare spending will rise to $538 billion and 6 percent of GDP by 1999. By that year, the 
U.S. will be ^rending more than two dollars on welfare for each dollar spent on national 
defense. 

While a major portion of the projected growth of welfare spending is for medical 
services, other programs will show steady growth as well. For example, spending on cash, 
food, and housing programs are projected to grow by over a third du^g tte next five years. 


The Social Costs of the War on Poverty 

Despite this massive spending, in many respects the fate of lower income AmericaiB 
has become worse, not better, in the last quarter century. Today, one child in seven is being 
raised on welfare through the AFDC program. When War on Poverty began, roughly 
one black child in four in the U.S. was b«n out of wedlock. Today, two out of three black 
children are bom out of wedlock. Rapid increases in illegitiinacy are occurring among low 
income whites as well; the illegitimate birth rate among low income white high school 
dropouts is 48 percent. Overall, nearly a third of children in the U.S. are now bom to single 
mothers. 

In welfare, as in most other things, you get what you pay for. For thirty yean the 
welfare system has paid for non-work and non-marriage and has achieved massive increases 
in both. By undermining the work ethic and rewarding illegitimacy, the welfare system 
insidiously generates its own clientele. The more that is spent the more people in apparent 
need of aid appear. The government is trapped in a vicious cycle in which spending 
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generates illegitimacy and dependency which in turn generates demands for even greater 
spending. 

Reforming Welfare 

Any fair observer would note that no matter how frequently policy makers ‘end weihue,' the 
costs continue to rise. WelAre absorbed around 1.2 percent of GDP when Lyndon Johnson 
launched the War on Poverty in 1964; it had risen to over S percent 1992. With a $324 
billion price tag, welfne spending now amounts to roughly $8,500 for each poor person in 
the U.S. Worse, Congressional Budget Office figures show total welAre costs rising to a 
half trillion dollars, about 6 petcem of GDP, by 1998.’ 


The long history of bogus welfare reforms, all of which were promised to save money 
but did not, leads one to one obvious conclusioo. The only way to limit the growth of 
welfare spending is to do just that; limit the growth of welfare spending. The welfare system 
must be put on a diet. 

Welfare entitlements should be ended. Most separate federal non-medical welfare 
programs should be eliminatrd and the hinds should be pooled into a single welfare block 
grant to the states. The future growth of federal non-medical means-tested welfare spending 
should then be capped at 3 percent per annum. Conqireheosive reform along these lines is 
provided in: ‘The Welbre Reform Act of 1994* (S.2134) introduced by Senators Lauch 
Faircloth, Charles Gtassley and Hank Brown and the companion bill H.R. 4566 introduced 
by Jim Talent, Tim Hutchinson and Charles Canady in the House of Representatives. 

Similarly the entitlement nature of Medicaid should be eliminated. Medicaid and 
other means-leAed medical programs should be converted into a single medical block grant 
for the states which would increase at the rate of medical inflation. 

By slowing the outpouring from the federal welfare spigot, such a welfue spending 
limit would gradually reduce the subsidization of dyshmctional b^vior: dependency, non- 
work, and illegitimacy. The spending controls would send a warning signal to state welfare 
bureaucracies. Cushioned by a steady and increasing flow of federal funds in the past, most 
bureaucracies have found no need to grapple with the tough and controversial policies needed 
to really reduce illegitimacy and dependency. With a cap on the growth of future federal 
funds, state governments would, for the fira time, be forced to adopt innovative and 
aggressive policies that would reduce the welfne rolls. 

While such a block grant approach would give the state governments inTmitely more 
flexibilty than the current system, we should not have a system of 'zero responsibility block 
grants'. The use of the block grant funds must be gover^ by a few basic moral principles 
established at the federal level. These ptitxriples should include; 

1) Limit federal susidies for future illegitimate births. Insist that federal funds no 
longer be used to provide direct cash, food, and housing subsidies to women urxler 21 
who in the future have children out-of-wedlock. States who believe it is wise to 
continue the current system of direct welfare benefits to subsidize illegitimacy in the 
future could to do so with their own state funds, but they could no longer use federal 


^ Ibese fi^«s repceseit cstiutad federal, state ud lecil speodiaq og seaas-tested aelfare prednas 
and aid to ecoDoiically disadvagtaqed commities. tin Coggressional lud^ Office estiiates only future 
federal speodinq. Future state and local spendigg figures uere estiiated separately by assuaiag that the 
ratio of federal speodiag to state and local spending on specific program uould reaain imchanged. This is 
a reasonable assunption since the required state coetribvtion to nost federal eelfare prograns is 
legislatively establisbed at a fired percentage of federal spending on that progran. Ihese percentages 
ch^ little over tine. 
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money for that purpose.* 

2) Provide an improved quality of life for those children who will continue to be bom 
out-of-wedlock in the future by channeling those federal welfare funds which, under 
the current system, go directly to unwed mothers, into alternative and superior forms 
of care, such as; adoption services and closely supervised group homes for young 
unmarried women and their children. 

3) Insist that in the future mothers who receive federally funded welfare benefits must 
estabUsh the paternity of their children. 

4) Insist that federal funds not be used to provide automatic increases in welfare 
benefits to women who give birth to additional children while already receiving 
welfare. 

5) Insist on serious but sensible work requirements for welfare recipients receiving 
federally funded aid, focusing those requirements on the most employable welfare 
recipients first (such as single able-bodied males and fathers in two parents families), 
rather than on single mothers with infant children. 

This is not ‘conservative micro-managemenr. Under the system 
I am proposing, hundreds of separate federal welfare programs would be 
pooled into a single block grant thereby rescinding tens of thousands of pages 
of current federal regulation. These regulations should be replaced by 10 or 20 
pages of simple federal principles which would insure that federal welfare 
funds were used to promote marriage rather than illegitimacy and work rather 
than dependency. 


* nis liiitatlon theuld affly only to wau have diildrea one year attar the eaactaeat of tefoia 
legielatioa, not to those eho have already had children out of uedlodt. 



POVERTY RATE 



WELFARE SPENDING BILLIONS 1993 DOLLARS 






PERCENT OF GROSS DOMESTIC PRODU 


72 







1993 DOLLARS 


73 









74 


PROJECTIONS OF DEFENSE AND WELFARE SPENDING 



YEAR 


Welfare Spending ~ Defense Spending ; 
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THE U.S. WELFARE SYSTEM 

MEANS-TESTED ASSISTANCE PROGRAMS AND AID TO 
ECONOMICALLY DISTRESSED COMMUNITIES 


CASH AID 

CASH 01) Aid to Funiitcs with Dependent Children 

Budget Account Number 7S-I501-0-1-609 

FY 1993: federal $13.767JmUUon state Si 1.426.8 milUon 

CASH 02) Supplemental Security Income 

Budget Account Number 7 S-0406-0- 1 -609 

FY 1993: federal S22,642 milUon state S3.300 miltkm 

CASH 03) General Assistance; Cash 
Budget Account Number; omie 
FY 1993: state 83,340 millioA (estimate) 

CASH 04) Earned Income Tax Credit 
Budget Account Number: 20-0906-0-1-609 
FY 1993; federal $13,663 million 

CASH 05) Foster Care; Title IV E 

Budget Account Number 75-1545-1-1-506 

FY 1993: federal $2,532.4 million state $1,779,352 milUon 

CASH 06) Assistance to Refugees and Cuban/Hahian Entrants 
Budget Account Number 75- 1 503-0- 1 -609 
FY 1993; federal $65,122 million 

CASH 07) Emergency Assistance to Needy Families with Children 

Budget Account Number 75-1501-0-1 -609 

FY 1993: federal $202.19 million state; $202.19 miliioo 

CASH 08) Adoption Assistance 

Budget Account Number 75- 1 545- 1 - 1 -506 

FY 1993: federal $273,382 million state $155,828 millioa 

CASH 09) General Assistance to Indians 
Budget Account Number 14-2100-0-1-452 
FY 1993: federal $106.1 14 miliioo 

MEDICAL AID 

MEDICAL 01) Medicaid 

Budget Account Number 75-0512-0-I-5S1 

FY 1993: federal $75,744 million state $56,051 millioa 

MEDICAL 02) General Assistance: Medical Care 
Budget Account Number: none 
FY 1993: state $5,204 million (estimate) 

MEDICAL 03) Indian Health Services 
Budget Account Number 75-0390-0- 1 -551 
FY 1993: federal $1,493,454 miliioo 

MEDICAL 04) Material and Child Heahfa Services Block Grant 

Budget Account Number 75-0350-0-1-550 

FY 1993: federal $664,530 miUion state $423.6 raaiioo 

MEDICAL 05) Community Health Centers 
Budget Account Number 75-0350-0-1-550 
FY 1993: federal $558,808 millioa 

MEDICAL 06) Medical Assistance to Refugees and Cuban/Haitian Entrants 
Budget Account Number 75-1503-0-1-609 
FY 1993: federal $98,043 miliioo 
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MEDICAL 07) Migrant Health Services 
Budget Account Number 75'03S0-0-l-5S0 
FY 1993: federal S57.306 million 

MEDICAL 08) Medicare for Persons with IfKomes Below the Federal Poverty Threshold 
Budget Account Number Ntme 
FY 1993; federal $15,516,100 million 

FOOD AID 

FOOD 01) Food Stamps 

Budget Account Number 12‘3505*O-l«605 

FY 1993: federal $23,577 million state $1,628 millioD 

FOOD 02) School Lunch Program 
Budget Account Number: I2*3539‘t>-l-d05 
FY 1993: federal $4,670.9 mUlion 

FOOD 03) Special Supplemental Food Program for Women, Infants, and Children (W1C) 

Budget Account Number: 12-3510-0-1*605 
FY 1993: federal $2,846.5 millioa 

FOOD 04) The Emergeocy Food Assistance ^tigram 
Budget Account Number 12-3635-0-1-351 
FY 1993: federal $163 4 million 

FOOD 05) Nutrition Program for the Elderly 

Budget Account Number; 12-3503-0-1-351 

FY 1993: federal $573,939 million state $65,007 million 

FOOD 06) School Breakfast Program 
Budget Account Number 12-3539-0-t-60S 
FY 1993: federal $866 0 million 

FOOD 07) Child and Aduh Care Food Program (Means-Tesied and Low-Income Component) 

Budget Account Number: 12-3539-0-1-605 
FY 1993: federal $1,225,704 million 

FOOD 08) Summer Food Service Program for Children 
Budget Account Number: 12-3539-0-1-605 
FY 1993: federal $210.4 million 

FOOD 09) Needy Families Food Distribution Program (Commodity Food Distribution Program on Indian 
Reservations in Lieu of Food Scamps) 

Budget Account Number 12-3503-0-1-605 
FY 1993: federal $61,968 million 

ft>OD 10) Commodity Supplemental Food Program (CSFP) for Mothers, Children, and Elderly Persons 
Budget Account Number 12-3512-0-1-605 
FY 1993: tederal $1 10.58 million 

FOOD 1 1) Special Milk Program (Free Segment) 

Budget Account Number. I2-3502-0-1-60S 
FY 1993: federal $1.44 millioa 

HOUSING AID 

HOUSING 01) Sectimi 8 Lower-Income Housii^ Assistance 
Budget Account Number 86-0164-0-1-604; 86-0194-0-1-604 
FY 1993. federal $13,288 million 

HOUSING 02) Low-Rent Public Housing 

Budget Account Number 86-0163-0-1-604; 16-0164-0- 1 -604 

FY 1993: federal $3,726.8 roilUoa 

HOUSING 03) Section 502 Rural Housing Loans for Low-Income Families 
Budget Account Number: 12-2081-0-1-371 
FY 1993: federal $1,842,989 million 

HOUSING 04) Section 236 Interest Reduction Payments 
Budget Account Number 86-0148-0-1-604 
FY 1993: federal $634,744 millioo 
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HOUSING 05) Section 515 RunI Rcnul Housing Lo«ns 
Budget Account Number: 12-208l*0>l'37l 
FY 1993: federal SS73.8S7 roillion 

HOUSING 06) Section 521 Rural Rental Assistance Payments 
Budget Account Number: 12*0l37-0-l-604 
FY 1993: federal S393.922 million 

HOUSING 07) Section 235 Homeownership Assistance for Low>[ncome Families 
Budget Account Number 86^148-0-l*604 
FY 1993: federal $62,033 million 

HOUSING 08) Section 101 Rent Supplements 
Budget Account Number: 86-0129-0*1*604 
FY 1993: federal $55.1 million 

HOUSING 09) Indian Housing Improvement Grants 
Budget Account Number 14-2301*0-1*452 
FY 1993: federal $19,922 million 

HOUSING 10) Sectioo 504 Rural Housing Repair Loan Grants for Very Low-Income Rural Homeownera 
Budget Account Number: 12-2081*0*1*371 
FY 1993; federal $1 1.330 million 

HOUSING 1 1 ) Secdoo 5 1 4 Farm Labor Housing Loans 
Budget Account Number I2*208I-0-1*37J 
FY 1993: federal $16J99 million 

HOUSING 12) Section 523 Rural Housing Self-Help Technical Assistance Grants and Section 523 Rural 
Housing Loans 

Budget Account Number 12-2006'0^)-604 (grants): 12-208(VO-I-37I (loans) 

FY 1993: federal $11,142 millkM 

HOUSING 13) Section 516 Farm Labor Housing Grants 
Budget Account Number 12*2004-0-1*604 
FY 1993: federal $15,936 million 

HOUSING 14) Sectioo 533 Rural Housing Preservttion Grants for Low-lncooie Rural Homeowners 
Budget Account Number: 12*2070*0-1*604 
FY 1993: federal $23 miUion 

HOUSING 15) Public Housing Expenditures by State Govenuaeots 
Budget Account Number, none 
FY 1993: state $2,856 (estimate) 

ENERGY AID 

ENERGY 01) Low-Income Home Energy Assistance Program 

Budget Account Number: 75- 1 502-0- 1 -609 

FY 1993; federal $1,318,961 million state $92,327 millioo 

ENERGY 02) Weatheriation Assistance 
Budget Account Number 89-02 1 5-0- 1 -999 
FY 1993: federal SI82.368 milUon 

EDUCATION AID 

EDUCATiON 01) Fell Grants 

Budget Account Number 91-0200-0-1-502 

FY 1993: federal $6,098,572 mUlioo 

EDUCATION 02) Head Stan 

Budget Account Number; 75-1536-0-1-506 

FY 1993: federal $2,776,041 million state $694 mitlkm 

EDUCATION 03) Title One Grants to Local Eduction Authorities for Educationally Deprived Children 
Under the Elementaiy and Secondary Education Act 
Budget Account Number 91-0900-0-1-501 
FY 1993: federal $6,139,868 million 
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EDUCATIOKCM) Supplemental Educational Opportunity Grants 
Budget Account Number: 9 1-0200-0-1 >502 
FY 1993: federal SS88.108 millioa 

EDUCATION 05) Chapter One Migrant Education Program 
Budget Account Numb^: 9 1 -0900^ I -50 1 
FY 1993: federal S302.773 million 

EEHJCATION 06) Special Programs for Students frmn Disadvantaged Backgrounds (TRIO Programs) 
Budget Account Number: 9 1 -020 1 -0- 1 -502 
FY 1993: federal S388.165 millioo 

EDUCATION 07) State Student Incentive Grants (SSIG) f<M^ Needy Students 

Budget Account Number: 91-0200-0-1-502 

FY 1993: federal S78.003 million sttie S78.003 million 

EDUCATION 08) Fellowships for Graduate and Professional Study for Disadvantaged Minorities 
Budget Account Number 9 1 -0900-0- 1 -502 
FY 1993: federal $61,628 millioo 

EDUCATION 09) Follow Tbrough 
Budget Account Number 91-10004-1-501 
FY 1993: federal $8,478 millioo 

EDUCATION 10) Even Start 

Budget Account Number 91-0900-0-1 -501 

FY 1993: federal $90,122 miUkn 

JOBS AND TRAINING AID 

TRAINING 01) Training for Disadvantaged Aduhs and Youth (JTPA II-A), Block Grant 
Budget Account Number 164174-0-1-504 
FY 1993: federal $1,691.7 millioo 

TRAINING 02) Summer Youth Employment Program (iTPA ll-B) 

Budget Account Number I6-0174>^1-5(M 
FY 1993: federal $849,412 millioo 

TKAINING 03) Job Corps (HPA-IV) 

Budget Account Number 16-0174-0-1-504 
FY 1993: federal $949J87 millioo 

TRAINING 04) Seniw Community Service Employment Program 

Budget Account Number: 16-01754-1-504 

FY 1993: federal $389,046 millioo state $43.23 million 

TRAINING 05) Job Opportunity aod Basic SkiUs Training (JOBS) 

Budget Account Numb^: 75- 1 509-0- 1-504 

FY 1993: federal $736,500 millioo state $456,630 millioo 

TRAINING 06) Foster Gran<4)areiits 

Budget Account Number 44-0 103-0- 1 -506 

FY 1993: federal $38,923 million state $8.95 milUoo 

TRAINING 07) Senku’ Oxopanioiis 

Budget Account Number: 44^103-0-1-506 

FY 1993: federal $14,571 millioo state $3.35 aiillkH) 

TRAINING 08) Migrant and Seasonal Farm Workers Traintng Program 
Budget Account Number. 164174-0-1-504 
FY 1993: federal $78,303 millioa 

TRAINING 09) Indian and Native American Employmeot and Training Program 
Budget Account Number 164174-0-1-504 
FY 1993: federal $61,871 million 

SOCIAL SERVICES 

SERVICES 01) Social Services Block Grant (Tide XX) 

Budget Account Number 75-1634-0-1-506 

FY 1993: federal $2,784,745 millioo state $2,200 millioD 
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SERVICES 02) Community Services Block Grant 
Budget Account Number: 75-]504‘0‘l*506 
FY 1993: federal S442.830 million 

SERVICES 03) Legal Services Corporation 
Budget Account Number: 20-0501 *<1*1 >752 
FY 1993: federal $360,563 million 

SERVICES 04) Emergency Food and Shelter Program 
Budget Account Number: 58-OI03-0-I-605 
FY 1993: federal $128,992 million 

SERVICES 05) Social Services for Refugees and Cuban/Haitian Entrants 
Budget Account Number; 75- 1503 -0-1 -609 
FY 1993: federal $68,685 million 

SERVICES 06) Title X Family Planning 
Budget Account Number 75-0350-0-1-550 
FY 1993: federal $162,646 million 

SERVICES 07) Volunteers in ^rvice to America (VISTA) 

Budget Account Number: 44-0103-1-0-506 
FY 1993: federal S43.3I I million 

SERVICES 08) Title III b Supportive Services Under the Older Americans Act 
Budget Account Number; 75-0142-0-1-506 
FY 1993: federal $296,844 million 

SERVICES 09) Daycare Assistance for Families “At-Risk” of Welfare Dependence 
Budget Account Number 75-1501-0-1-609 
FY 1993; federal $264,316 million 

SERVICES 10) Child Care and Development Block Grant 
Budget Account Number: 75-1 5 15-0- 1-609 
FY 1993: federal $ 892.71 1 millioa 

SERVICES 1 1) Child Care for Recipients (and Ex-Recipients) of AFDC 
Budget Account Number: 75-I50i-^I'409 
FY 1993: federal $595,568 million 

COMMUNITY AND DEVELOPMENT AID 

COMMUNITY AID 01) Community Development Block Grant 
Budget Account Numb^: 86-0162-0-M5I 
FY 1993; federal $4^43.374 million 

COMMUNITY AID 02) Urban Development Actiem Grant Program (UDAG) 
Budget Account Numb^ 86-0I70-O-M51 
FY 1 993 : federal $51,314 million 

COMMUNITY AID 03) EcMomic Development Administration 
Budget Account Number: 13-205(M>-M52 
FY 1993: federal $26,356 million 

COMMUNITY AID 04) Appalachian Regional Development Program 
Budget Account Numb^ 4^200-0-1-452 
FY 1993: federal $144,697 millioa 

COMMUNITY AID 05) Legalization Impact Aid 
Budget Accouiii Number: 75-1508-0*1-506 
FY 1993; federal $325,642 million 
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Chairman Shaw. Mr. Horowitz. 

STATEMENT OF MICHAEL HOROWITZ, SENIOR FELLOW, 
HUDSON INSTITUTE 

Mr. Horowitz. Thank you, Mr. Chairman. First, this is rather 
an extraordinary night/day phenomenon. I testified before this Sub- 
committee on August 13 and I testify today. The world is a very 
different world and I think it is a different world because in large 
part we as a country are finally liberated from the notion that has 
shackled us all, and the poor most of all; that one’s compassion is 
a function of how much more of the same solutions one supports. 
We are freed of that, thank goodness, and thank goodness for the 
poor, who have been savaged by this program in the ways Bob Rec- 
tor and others have described. 

I think it is right for the Committee to begin today with the two 
critical questions that deal with the key operational and strategic 
issues of welfare; One, ought welfare exist on an entitlement base 
and two, what should the role of the Federal Government vis-a-vis 
the State be. 

I was General Counsel to the Office of Management and Budget 
during the first SVa or so of the Reagan years and saw the effects 
of entitlement programs in welfare and elsewhere. During the 
Reagan administration I also was the first chairman of the Work- 
ing Group on Federalism. I worked on the Reagan “grand swap” 
proposal and worked on the regulations under the block grant pro- 
grams that were created during the Reagan years. So I would like 
to share some of my thoughts with the Committee. 

On the question of entitlement first, I think the colloquy between 
the Chairman and Mr. Rangel and Ms. Bane really ended the dis- 
cussion about entitlements as a moral compulsion. All this talk of 
“what about the children?” Well, the children that Ms. Bane cares 
about whose mothers imder the administration bill don’t conform 
to the standards the administration creates are in precisely the 
same situation — the funds are cut off, at least the cash funds. 

But I think the Chairman also pointed out that we are just talk- 
ing about cash assistance cutoffs and there are lots of other welfere 
alternatives to cash. But the idea that a 16-year-old should be enti- 
tled simply for and following the act of mothering an illegitimate 
child to an independent home with a can’t-make-it family and an 
independent income is wrong. Taxpayers have suffered, but the 
children of those mothers have suffered most of all from this ar- 
rangement. And I think there is a consensus to stop that and end 
our entitlement psychology with regard to welfare. 

There are two other issues with regard to entitlements. One, and 
I saw this from my experience at 0MB — Mr. Rangel, you were 
troubled at the fact that welfare spending has to compete with 
other kinds of spending. I am not troubled by that. I think that 
there is something appalling at the idea of democracy on autopilot. 
I think there is something appalling about the idea that the default 
option if Congress does nothing, and it is easy to block Congress 
from doing something, is the awful status quo, the horrid status 
quo of our welfare system. 

I think what Congress needs is action forcing mechanisms by 
which you must explore the welfare system every single year. In 
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many ways the political system and people who sat in your places 
rather preferred an entitlement system. It was a hands-off kind of 
government. If it didn’t work, it was the system that wasn’t work- 
ing, not them. 

By putting welfare on a nonentitlement basis, you, our elected 
representatives, are forced to look at the consequences of the situa- 
tion. I am not talking about a Social Security system where the 
issue is affordability. We are talking about a system of enormous 
policy sensitivity, and I don’t think we can allow a default option 
to favor the status quo. That has been devastating for a system 
that even Mr. Rangel and the President point out has not worked, 
or rather has worked tragically. 

Another point with regard to entitlements. John Cogan wrote an 
exquisite book about entitlements and the growth of deficits. I com- 
mend it to the Members of this Committee. He points out that enti- 
tlements tend to be focused in single committees which then take 
care of “their” programs. They don’t have competing considerations. 
In those years where entitlements consumed spending, deficits 
have gone up. In those years where spending was independently 
controlled by separate committees of Congress, deficits have gone 
up. Entitlement stands in the way of balancing one kind of spend- 
ing against the other and it generates deficits. 

'Two final points on block grants. The first is there is a change 
in psychology that is staggering now. When I was in the Reagan 
administration, the Governors were the people who least wanted 
deregulation. They preferred safe harbors of Federal bxireaucracies. 
They were comfortable with being middle managers for the Federal 
bureaucracies because it was politically easier for them to blame 
the Federal Government when things went wrong. 

In 15 years, as Governor Engler has shown, this situation has 
changed, so we are ready for block grants now. I have two bits of 
advice, however, for this Committee. One, I implore you to be sure 
in the legislation to have a stem mechanism allowing, on a point 
of order basis, future categoricals to be stricken and defeated. If 
you look at the categorical program record with the Reagan admin- 
istration, we block granted lots of programs, there was an empty 
field, and it proved irresistible, and so by the end of the Bush 
years, we had as many categoricals at a Federal level as we had 
had when we started in the Reagan administration, but that was 
on top of the block grants. 

So if you have block grants, you have to ensure as best you can 
that Congress doesn’t shoot bhndly again and have some political 
official who sees a headline and due to an alleged or real problem 
doesn’t create a new narrow categorical, because we will then be 
back where we started. When Nixon started the General Revenue 
Sharing Program he had the same hope. It only led to bigger Fed- 
eral programs at Federal and State levels. And if you want to de- 
volve to the States, you have to stop, in a procedural way, 
categoricals from happening again. 

On the Federal standards issue and the marvelous colloquy be- 
tween Mr. Rangel and Governor Engler, I found myself enormously 
S 3 Tnpathetic to your view, Mr. Rangel. I think it is unrealistic to 
expect the Federal Government to supply the cash and the gaso- 
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line, as Mr. Levin puts it, and expect the States to drive absolutely 
free. 

There are Federal standards and they do make sense, and it is 
your responsibility to do it. That is not to say that block grants 
would not create radical change. When Governor Engler began, he 
had a pile this high of micromanaging regulations of Federal bu- 
reaucracies. Sweep that away, but I don’t think you can ignore the 
obhgation to have standards. 

And in that regard the final point. Please do not do your work 
with performance standards. That is to say Congress will give per- 
formance targets to the States and they will be treated on 3ie basis 
of whether or not they hit the performance targets. We have had 
lots of experience with error rate a dm i ni stration with welfare pro- 
grams involving the States. You will never enforce those error rates 
if the targets are not met. So Congress has to do what it is doing 
now; put in standards and make States live with them. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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STATEMENT OF MICHAEL HOROWITZ 
SENIOR FELLOW, HUDSON INSTITUTE 
AT THE HEARINGS OF THE SUBCOMMITTEE ON EHJMAN 
RESOURCES 

HOUSE AND WAYS AND MEANS COMMITTEE 
JANUARY 13, 1995 


Mr. Chairman and Members of the Committee: 

I am grateful for this opportunity to appear before the Subcommittee 
whose actions and judgments will play a critical role in determining 
whether, as we approach the 21st Century, America can continue to achieve 
our central historic mission; to create for all Americans lives of hope and 
opportunity and dignity. This dream, which for many generations of 
Americans was a reality so blessed as to have been seen as the product of a 
divine hand, is increasingly unrealized by growing numbers of us. 

To see in many central cities the mounting scourges of dependency, 
illegitimacy, crime and hopelessness is to despair at the possibility that the 
American dream is not working for those who need it most. Nothing 
matters more for us as a nation than to recapture our magic for those people. 

In struggling for workable answers and policies, this Subcommittee 
will have one powerful advantage: the freedom to unshackle itself from the 
conventional wisdom and the tired, failed answers of the past thirty years. 

In the space of months -- measured for me by the remarkable difference 
between today's hearings and the August hearings of the Subcommittee 
before which I testified — there is no longer serious political mileage which 
can be gained from arguing that concern for less fortunate Americans is 
measured by one's belief in a more-of-the-same approach to welfare policy. 

The manifest failure of our welfare programs, which have perversely 
increased poverty in almost direct proportion to the growth of federal 
programs waging their Great Society "war" on it, imposes a moral 
obligation on all of us to seek new answers and new approaches. 
Accordingly, I believe it particularly fitting that for its first hearings this 
Subcommittee has focused on the two questions which lie at the heart of the 
procedural, operational and strategic questions surrounding American 
welfare policy: 

• whether welfare benefits should be granted on a federal entitlement 
basis; and 

• whether the federal role in welfare policy should be radically 
reduced . 
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Having served as the General Counsel of the Office Management and 
Budget during the Reagan Administration, and having been the first 
chairman of its Working Group on Federalism, I have had a measure of 
experience on the above subj^ts which 1 hope will be of value to the 
Subcommittee. 


Welfare and Federal Entitlements 

In my view, few design features of current welfare policy have been 
as harmful as its entitlement-based character. This so for a number of 
reasons. 

First, as our core underclass problems have increasingly centered on 
young, increasingly teenaged women, our welfare system has done precisely 
what it should not do: entitle unmarried sixteen year old mothers to 
independent incomes, and further entitle their lost-at-the-start families to 
independent homes of their own. Leaving aside the arid debate over 
whether welfare entitlements have created our mounting incidence of 
illegitimacy, it is sufficient condemnation of our entitlement-based welfare 
system to note, as Mickey Kaus has written, that welfare has facilitated and 
empowered today's family pathology and breakdown. People who parent 
children they have no capacity of caring for should only be given public 
resources on the wariest and most careful of bases. Providing a legal 
entitlement to such funds for or following the very act being irresponsible is 
an inexcusable public policy which has savaged communities and 
undermined their survival values. In this respect, the entitlement-based 
character of our welfare system — offering as it does to many an entitlement 
based on status and irresponsibility rather than prior contribution and 
deserving character — rejects the original federal welfare design envisioned 
by the New Deal. As is now generally known, today’s core welfare 
entitlement to unwed mothers was added to AFDC by historical accident 
against the knowledge and wishes of Frances Perkins, the Roosevelt 
Administration's Labor Secretary and the person principally charged with 
designing its welfare policy. Perkins, the most liberal member of the 
Roosevelt Administration and its most experienced person on issues of 
social welfare policy, correctly predicted that a federal entitlement for 
unwed mothers would be the cause of family breakdown and consequent 
hopelessness for children. 

At an even more fundamental level, the creation of an entitlement- 
based system in a policy area as volatile as welfare is powerfully 
undemocratic and, in its most fundamental sense, legislatively irresponsible . 
By its very nature, an entitlement is inertial and allows government to 
operate on an auto-pilot basis. With its default option in favor of the status 
qUQ and its built-in bias in favor of keeping existing policies in place and 
unchanged, entitlements help create for political leaders an escape from 
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political accountability — precisely the reverse of wfaat good public policy 
demands insofar as welfare is concerned. It's always easier not to act when 
one does not need to, and rather than generating the action-forcing policy 
reviews our welfare system desperately needs, the system's entitlement- 
based character has had the opposite effect. As distinguished from Social 
Security -- whose major problems involve issues of affordability rather than 
perverse design — the policy-sensitivity of the welfare community requires 
that welfare systems be flexible and easily open to change. An entitlement- 
based welfare system makes this effectively impossible. 

Finally, as John Cogan has pointed out, any entitlement-based system 
inherently causes Congress to deal with welfare issues in isolation , without 
reference to competing and complimentary public claims and public needs. 
Given the committee system by which Congress organizes itself, 
entitlement programs are necessarily focused in particular committees — 
and those committees necessarily lack the critical responsibility of 
balancing "their" entitlement programs against the spending claims caused 
by the programs of other committees. Cogan's analysis of Congressional 
spending patterns since the beginning of the Republic reveals that deficits 
have been lowest when Congress placed centralized responsibility for all 
federal spending in a single committee. Conversely, our deficits have been 
highest and most out of control when budgeting and spending has been 
decentralized — a characteristic feature of entitlement spending. 

Entitlement programs thus create "tragedies of the commons," giving 
Congressional committees the effective authority to spend public resources 
without the responsibility of allocating those resources over the full range of 
federal programs. Ending the entitlement character of welfare programs 
will diminish this Committee's authority over welfare, to be sure, but it will 
also ensure that Congressional treatment of welfare issues will be 
undertaken with greater regard for other low-income programs and other 
federal needs. 

A word is in order to deal with a newly fashionable argument for 
welfare entitlements — it has been principally advanced by Robert 
Greenstein, until recently the Clinton Administration's designee as 
Deputy Director of Office Management and Budget. According to 
Greenstein, welfare entitlements have the alleged economic virtue of 
insuring that spending on the needy will take place during periods of 
recession and other economic downturns. Greenstein thus alleges 
that, left to its own devices, a presumably heartless Congress would 
be likely to cut welfare spending for presumably powerless low 
income Americans when they allegedly need help the most. Leaving 
aside Greenstein's profoundly mistaken view that Americans will not 
be partir.iilarlv generous to its most needy citizens when times are 
hardest, his argument is also wrong on at least three counts: 



. First our core underclass problems have little if anything to do with 
the state of the economy . Underclass growth and pathology have 
increased in good times and bad over the past thirty years, thus 
making it all the more imperative to end our auto-pilot system of 
welfare entitlement spending and to radically change welfare policies 
and incentives. 

• Second, Greenstein ignores the fact that the Great Society totally 
altered the character of welfare programs. As distinguished from 
welfare spending under New Deal designs, today's welfare programs 
lar gely provide benefits to the rich and powerful . In other words, 
today's welfare entitlements now largely go to "public sector 
vendors" in the (forlorn) hope that the services they provide will 
benefit the poor. Since the days of the Great Society, when a 
deliberate attempt was made to create public spending dependencies 
on the part of the business and the non-profit sectors, today's "trickle 
down government" welfare spending programs enjoy the active 
support of the most powerful and wealthy constituencies of the 
country ~ farmers, grocers, doctors, homebuilders, social workers, 
lawyers, teachers, and other like groups on whom welfare monies are 
now largely and most directly spent. 

• Third, a comparison of federal spending on low income entitlement 
and low income discretionary programs reveals that during 
recessionary periods, discretionary pro gram spending increases have 
been at least as great as entitlement spending increases . Members of 
this Subcommittee with any measure of seniority have surely 
experienced the successful pressures, usually in the form of urgent 
supplemental bills, for recession-period spending on such programs 
(many of dubious accomplishment) as compensatory education, WIC, 
Job Corps, Summer Youth Employment and the like. Greenstein's 
thesis fails by this measure alone. 

In sum, for both fiscal and policy reasons, there is an imperative need 
to end the entitlement character of today's welfare system. 


Welfare and Bl ock Grants 

Today's panel of Governors, and Governor Engler in particular, will 
more fully touch on the efficacy of block grants, but a few supplementary 
observations may be of value. 

First, I believe it useful to share with the Subcommittee my sense of 
the night versus day differences between today's Governors — with their 
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positive eagerness to assume responsibility and political accountability for 
welfare and other public policy matters — and the spokesmen for state 
governments I encountered when I was involved in shaping and 
deregulating the Reagan block grant programs. One of the most striking 
things about the Reagan block grants was the enormous interest on the part 
of many states in maintaining extensive federal regulatory reach after the 
block grants were enacted. At that time, it was clear to many of us that 
many state officials had become comfortable serving as middle managers 
for federal bureaucracies — that political life was easier for many state 
officials able to blame the federal government for program failings and for 
whom narrow regulatory "safe harbors" were preferable to policy discretion. 
It's harder for voters to blame officials who lack authority to run programs 
and, lip service aside, many state officials preferred this arrangement during 
the Reagan years. As this Subcommittee well knows from its dealings with 
today's Governors, this situation -- happily -- no longer obtains. As I also 
know from the exciting collaboration now taking place between the Hudson 
Institute and Governor Thompson over welfare reform in Wisconsin, states 
are today ready and willing to serve as the "laboratories of democracy" that 
Justice Brandeis believed the Constitution meant them to be. 

Next, I believe it imperative for this Subcommittee to carefully guard 
against the "categorical program creep" which occurred after the Reagan 
block grants were adopted. Having swept the field clean of many federal 
programs. Congress soon found itself unable to resist creating new federal 
programs on top of the state block grants, so that by the end of the Bush 
Administration there were almost as many new and overlapping federal 
categorical programs as there had been before the Reagan block grants were 
enacted. Likewise, the Nixon Administration's hope that Federal Revenue 
Sharing would abate Congress' appetite for creating and sustaining new, 
narrow federal programs proved forlorn. Accordingly, I urge the 
Subcommittee to enact stiff procedural devices which allow this and future 

Congressesio defeat, an a pQiat.of .order basis, any new efforts to create 
new federal programs dealing with the policy areas covered by any block 
grant programs this Congress may enact. 

Third, a word may be in order about the degree of federal authority 
appropriate to any new block grants. Having spent many years fighting for 
greater state autonomy over domestic policy, and having sought to end 
federal micromanagement of the states, I nonetheless believe it unrealistic if 
not inappropriate for Congress to annually appropriate funds over whose 
spending it can have no say whatsoever. In the end, if Congress is 
responsible for raising funds, it cannot escape a correlative responsibility to 
exercise broad, general standard-setting authority over the expenditure of 
those funds. Such broad exercise of authority is very different from the 
literal control that the federal bureaucracy now exercises over the states, and 
enactment of welfare block grants containing broad federal principles will 
create a literal and long-needed revolution in federalism . In the end, the 
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only way to end any federal control over welfare would be for Congress to 
cede federal revenue . sources to the states equal to the cost of the welfare 
programs which the states will assume. This was a critical design feature of 
the Reagan "Grand Swap" federalism proposal of 1983, and I hope that this 
Subcommittee can now look seriously at such a step. 

Finally, 1 urge the full Committee not to ignore the immediate need 
for, or the present political opportunity to . provide the states with flexibility 
and discretion in the design of their Medicaid programs. As originally 
conceived, Medicaid was a reasonable model of federal-state relations; it 
provided matching federal payments to states which chose to offer 
designated forms of medical care to designated cohorts of low income 
persons. Over the past two decades, however, in almost literal reversal of 
its central design feature, Medicaid has been radically converted into a 
program which effectively dictates financial burdens and health care 
regimes on the states. 

A critically needed Medicaid reform, precisely in the spirit of the 
block grants which this Subcommittee is considering, would be to repeal 

Medicaid's imperial "states must" language (which Congressman Waxman 

has been particularly artful in inserting) and to convert it into originally 
intended "states may" language. In this regard. 1 believe it will be a lost 

opportunity which Congress and the states will deeply rue if the Unfunded 

Mandates legislation now scheduled for fast track approval bv this Congress 

creates prospective relief only and fails to modify the existing base of 
unfunded Medicaid mandates. 

Such relief is literally needed if American federalism is to be fiscally 
viable, would allow the states to balance between health care and other 
welfare needs, and would be likely to generate enormous federal fiscal 
relief The debate over Medicaid should not take the form of a national 
health care debate, for Medicaid is, more than anything else, an unfunded 
mandate program under which Congress "created" benefits without regard 
to the needs or resources of the states it left holding the bag. 

1 hope that members of this Subcommittee, and the Governors, will 
look more skeptically at current Unfunded Mandates bills ~ and insist that 
the legislation contain something more than a Congressional promise not to 
sin again and nothing less than renewed state discretion and flexibility to 
define Medicaid's reach and scope. 


This concludes my remarks. I again thank the Chairman and the 
Subcommittee for the honor of being able to offer my views at today's 
opening hearings on the great, long-needed welfare debate in which the 
104th Congress will engage. 
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STATEMENT OF MARVIN N. OLASKY, PH.D., PROFESSOR, 

DEPARTMENT OF JOURNALISM, UNIVERSITY OF TEXAS, 

AUSTIN, TEXAS 

Mr. Olasky. Thank you, Mr. Chairman. There is a lot to say and 
not much time, so let me make just two points, one on history, one 
on language. My historical point is this; Today we have lots of theo- 
ries about fighting poverty, but it is not necessary to be moving on 
a theoretical plan. We know how to fight poverty. We had success- 
ful antipoverty programs a century ago, successful because they 
embodied seven points that can be remembered in alphabetical 
order; Affiliation, bonding, categorization, discernment, employ- 
ment, freedom, and God. 

Those are all explained in what I have written, but the key ele- 
ment in all of them is personal involvement and challenge, both 
material and spiritual. History shows that big bureaucratic pro- 
grams have not worked. Here are some quotations. 

Recipients of relief lose their energy and self-respect. 

Government aid creates a dependent feeling, a dry rot. 

Many of the poor are worse off than if they had never been helped. 

You might think those quotations are from today’s debates but 
they all come from the 1870s. When I spent a year in the bowels 
of the Library of Congress, I found hundreds of references like this. 
This is not theory, this is not ideology. This is real-life experience 
a century ago and today and it is there for anyone to see. It is also 
there for anyone who wants to spend the time in researching the 
records of what did work then. 

During the 19th century a successful war on poverty was waged 
by tens of thousands of local, private, charitable agencies, and reli- 
gious groups around the country. The platoons of this greatest 
charitable army in history often were small. They were made up 
largely of volunteers. Over in the Library are thousands of eye- 
witness accounts and journalistic assessments. Go look at some of 
them, please. 

The poverty fighters then did not abolish poverty, but they saw 
movement out of poverty by millions of people. They saw springs 
of freshwater flowing among the poor, not just blocks of ice sitting 
in a perpetual winter of multigenerational welfare dependency. 

And the optimism that was prevalent then contrasts sharply 
with the demoralization among the poor and the cynicism among 
the better off that is so common now. What was their secret? It was 
not neglect, either benign or malign. It was their understanding of 
the literal and Biblical meaning of compassion. 

And this leads to the point on language. Today in Washington 
the word compassion is often used in connection with the spending 
of billions of dollars; “A compassionate piece of legislation.” But the 
word comes from two Latin words — com, with; pati, to suffer. The 
emphasis is on personal involvement with the needy, suffering with 
them, not just giving to them. Suffering with means adopting hard- 
to-place babies, providing shelter in our own homes to women un- 
dergoing crisis pregnancies, becoming a big brother to a fatherless 
child, working one-on-one with a young single mother. 

If we had more time, I would like to tell you stories of a great 
cloud of witnesses who suffered with. These unknown soldiers 
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spent their lives in tme compassion. They have been almost en- 
tirely ignored by historians, who assume that antipoverty work did 
not become real until governments became involved. But I spent a 
year with those manuscript journals and those newspaper accounts 
and organization records, and I can tell you that suffering with 
worked big time. 

If folks 100 years ago could help others to move out of poverty 
and then turn their attention to the next group of immigrants and 
impoverished, why can’t we? Did they have more time than we do? 
No. Did they have more money? No. Did they have more space in 
their homes so they could take in another person and we cannot? 
No. 

I could go on, but when you have lived in 19th century cities, as 
I have vicariously, you don’t fall for those m 3 d;hs of the good old 
days. They weren’t. Life was hard. But here is what is so exciting. 
Volunteers opened their homes to deserted mothers and orphaned 
children. More significantly, they made moral demands on recipi- 
ents of aid. They saw family, work, freedom and faith as central 
to our being, not as lifestyle options. 

The volunteers gave their own lives, not just so others might sur- 
vive, but that they might thrive. What I learned leads me to won- 
der, why can’t we do the same? Were Americans then a different 
people than we are today? Have we become so corrupted that we 
don’t care about others? I think not. I hope not. 

But we have become used to having someone else do it for us 
even though we know that a professional social worker with the 
best of intentions but a caseload of 200 or 300 can’t do much more 
than shuffle paper. Bad charity drives out good. 

My conclusion is that when we complain about a spendthrift wel- 
fare state, we are right about the costs, but we are actually stating 
the problem backward. The major flaw of the modem welfare state 
is not that it is extravagant, but that it is too stingy. It gives the 
needy bread and tells them to be content with that alone. It gives 
the rest of us the opportunity to be stingy also. We can feel nice 
while we scrimp on what many of the destitute need most — love, 
time, and challenge. We need to recapture the optimism that a look 
at history can provide. We need to recapture the understanding 
that a true definition of compassion suggests. 

Thank you. 

[The prepared statement follows:] 
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American Compassion, Past and Present: Part I 

Mr. Chairman and Members of the Subcommittee: my name is Marvin Olasky. 

1 am pleased to be joining you today, and thank you for the opportunity to discuss the 
role of compassion in helping the poor. 

During winter in Washington, the social pendulum swings. Coming inside Union 
Station on a cold January night is like entering a magic kingdom: classical music fills 
the air, high-rent shops fill the mall areas, and the Amtrak waiting rooms are generally 
clean. 

But outside, away from the bright lights, sounds a different song. Panhandlers wait 
near the escalator leading down to the subway. Some seem coolly efficient in their 
work; others are inebriated and occasionally aggressive; and one, with a sly sense of 
humor, sings, "Rich folks roasting on an open fire/ Homeless stepping on their toes." 

At quitting time in the nation’s capital two classes step on each other’s toes. Most are 
part of the enormous class of those who work, and then head home to families and 
friends. A small number, however, have chosen to become beggars. 

Unlike beggars of other lands who are crippled or otherwise without opportunity to 
make a living, most could adopt other ways of life, but are supported by the quarters 
and dollars handed over by guilty-ridden passersby. There is little joy in giving; but 
those heading home know that many will be going to grates or shelters, and they want 
to show "compassion." 

Some who give are following their instincts, but others apparently have learned one 
lesson taught by our top societal teachers. Across the country, day after day, 
newspaper pundits and talk show hosts tell us to be "compassionate" toward the 
"homeless." That ten-letter word - "compassion” - slides over tongues like a social 
lozenge. Within one month, in five major newspapers, writers usaJ the word 
"compassion" about 300 times, and provided instruction on the subject hundreds of 
other times as well.' 

"Compassion" is used in many ways: giving a dollar at the subway; ^propriating a 
billion dollars for federal housing; "feeling sorry for” and "letting off easy." The word 
has become such a political and moral bludgeon that those who refuse to give - at the 
subway or the legislative office - are generally portrayed as "rich folks roasting on an 
open fire." 
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If the problem were only that holdouts from conspicuous giving await consignment to 
the circle of hell that trendy journalists reserve for those declared selfish, it would be 
minor: those who fi^t the social waves must anticipate a battering. The problem too 
easily overlooked is the destruction of lives of those volunteer subway doormen. The 
subsidy they receive, through both individual giving and taxpayer coercion, represents 
the opposite of compassion as historically understood in America. Compassion over 
the centuries energized, but modem "compassion" enervates. 

An accurate theory and practice is vital at this time when charity leaders are applauded 
for saying, "The important thing to remember is that we must get involved in some 
way - any way.”^ As that attitude becomes general, questions go unasked: Does our 
"compassion" help or hurt? What if many points of light are actually points of 
darkness? If we have a cabinet full of medicine bottles, do we recommend dipping 
into any of them, or should we have warning labels? 

Americans in earlier centuries faced social problems similar to our own, but they were 
able to develop thoughtful approaches for many reasons - one being that "compassion" 
was not merely a rhetorical device. 

The Early Concept 

In 1 834, Noah Webster defined compassion as "A suffering with another; painful 
sympathy."’ Webster was a Bible-believing Christian, and his earlier dictionaries 
provide theological as well as lexicographical insight. Inclusion of the terms 
"suffering" and "painful" reflected both the literal meaning of compassion (fi-om the 
Latin com, with, and pati, to suffer) and Webster’s religious education: the word 
"compassion" appears in the King James Bible 42 times, usually as the translation of 
words coming from the Hebrew root rachum (womb) of the Greek root splanchnon 
(bowels of yearning), underscoring the close personal relationship that the person who 
offers compassion is to have to the recipient. 

For the Americans through the mid- 19th century, a second connotative element also 
was vital: churchgoers were taught that the Biblical compassion was more the 
culmination of a process than an isolated noun. Repeatedly, in Judges and other 
books, the Bible says that only when the Israelites had repented their sins did God, as 
a rule, show compassion. Second Chronicles 30:9: "the Lord your God is gracious and 
compassionate. He will not turn his face from you if you return to him." Nehemiah 
9:27: "when they were oppressed they cried out to you. From heaven you heard them, 
and in your great compassion you gave them deliverers." 

God’s refusal to be compassionate at certain times makes the pattern even more 
evident. Isaiah 27:1 1 describes Israel as "a people without understanding; so their 
Maker has no compassion on them." In Jeremiah 15:6, God tells Israel, "You have 
rejected me...l can no longer show compassion." Similarly, the New Testament shows 
that those who have strayed from God must have the graces to cry out for help.* 

This understanding of compassion as covenantal - requiring action by both parties - 
was critical in keeping the principle of suffering with from becoming a Buddhist-like 
esteem for suffering. The goal of all suffering was personal change. Those who 
refused to change did not deserve to be the beneficiaries of others’ suffering; they 
might have to be left to themselves until their own suffering become so great that they 
gave up their false pride. 

These aspects of compassion - suffering with, change, mutual responsibility - provide 
insight into that which colonial groups such as the Scots’ Charitable Society (est. 1684) 
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meant when they "opcn[ed] the bowells of our compassion" to widows but ruled that 
"no prophane or diselut person, or openly scandelous shall have any pairt or portione 
herein."’ 

Sermons for several hundred years equated compassion with personal involvement that 
demanded firm standards of conduct among recipients; they also stress*. J the duty of 
all to show compassion: Minister Benjamin Colinan said in 1725, "Acts of Compassion 
and Mercy to our poor and Brethren [are] esteemed by the Lord of the Sabbath to be 
Holiness to himseir and "compassion and Mercy to the poor is Conformity to God."’ 

The basic message seems to have been presented among all denominations. Anglicans 
believed that those blessed materially by God should "compassionate" the poor by 
descending into misery when necessary in order to help pull them up: "This in one 
order of life is right and good; nothing more harmonious."’ American followers of 
Methodism spread John Wesley's advice to "Put yourself in the place of every poor 
man and deal with him as you would God deal with you."' 

In looking at definitions of compassion, we might conclude that cultures build systems 
of charity in the image of the gods they worship, whether distant deist, bumbling bon 
vivant, or "whatever goes" gopher. In colonial America, belief in a theistic God of 
both justice and mercy led the way to an understanding of compassion that was both 
hard-headed and warm-hearted. Justice meant punishment for wrongdoing, so it was 
right for the slothful to suffer. Mercy meant rapid response when people turned away 
fi-om past practice, so malign neglect of those willing to change also was wrong. 

The early definition had several other connotations; 

• The belief that God was not merely an establisher of principles but a personal 
intervenor ("God’s Providence") contributed to a sense that man, created after God’s 
image, also was to go beyond clockwork charity: "God values our Hearts and Spirits 
above all our Silver and Gold, our Herds and Flocks. If a Man would give all the 
Substance of his House instead of Love, the Loves of his soul and the Souls of his 
House, it would be contemned. 

• The better-off should know the various "characters" of the poor. Today’s believers 
in "liberation theology" typically argue that God is on the side of the poor in general, 
but the older distinction showed God backing the mistreated poor yet chastising those 
who had treated themselves to indolence.'® 

• True compassion emphasized spiritual help, paralleling that which historian Gertrude 
Himmelfarb has noted in the English context; "there was nothing invidious in being 
preached to. What was invidious was not being preached to, not having access to the 
kinds of moral, religious, and communal experiences that were a normal part of life for 
those not so poor as to be deprived of them,"" 

• Withholding material help was at times compassionate. Cotton Mather warned in 
1698, "Instead of exhorting you to augment your charity, I will rather utter an 
exhortation.. .that you may not r.bvj:s your charity by misapplying it."” 

The difference between Mather’s restraint and our mechanistic redistributionism shows 
how much dominant ideas of human nature have changed. For the next two centuries, 
it was believed that many persons, given the option of working, would choose to sit 
Based on that belief, Mather told his congregation, "Don’t nourish [the idle] and 
harden ’em in that but find employment for them.. .Find ’em work; set ’em to work; 
keep ’em to work."” 
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Likewise, Charles Chauncey told members of the Society for Encouraging Industry and 
Employing the Poor to restrain "the Distribution of [their] Charity; not being allowed 
to dispense it promiscuously, but obliged to take due Care to find out suitable Objects; 
distinguishing properly between those needy People who are able, and those who are 
unable, to employ themselves in Labour.” Referring to the apostle Paul’s maxim of 
Second Thess^onians 3:10 - "If a man will not work, he shall not eat" • Chauncey 
said, "the Command in my Text is plainly a Statute of Heaven, tying up your Hands 
fi'om Charitable Distributions to the slothfiil poor.” It was both economically foolish 
and morally wrong to subsidize bad habits by bestowing upon those the Bread of 
Charity, who might earn and eat their own Bread, if they did not shamefully idle away 
their Time."'* 

True compassion meant a challenge rather than acceptance. The poor were seen not as 
standing on the bottom rung of the social ladder - with the only possible choices 
stagnation or upward movement - but as resting in the middle, capable of moving 
either up to economic independence or down toward "pauperism,” characterized by a 
defeated spirit and dependent state of mind - as well as by lack of income. 

Early Compassion in Practice 

There were some, of course, who became poor by circumstances beyond their control. 
They received personal care, often in neighbors’ homes. The emphasis on steering 
with meant that orphans during colonial times normally were adopted into families. As 
towns and cities grew, however, some institutionalization emerged: orphanages were 
established in New York, Philadelphia, Baltimore, Boston, and other cities. Likewise, 
at the end of the 1 8th century, some groups began providing small monthly allowances 
to working widowed mothers. "Widows who have the charge of two, three, four or 
five children," a Boston association declared, "are unequivocally proper subjects of 
alms." 

Even so, the Society for the Relief of Poor Widows with Small Children (est. 1797 in 
New York City) was cautious in distributing aid; volunteers checked the means, 
character, and circumstances of each applicant, making sure that relatives were unable 
to help and that alcoholism was not contributing to misery. Further, aid almost always 
was given in kind - food, coal, cloth - rather than in cash. During the winter of 1797- 
98, the Society helped 98 widows with 223 children; by 1800, 152 widows, with 420 
children under the age of 12, were listed on its books. Because the Society accepted 
the only those clients who "would rather eat their own bread, hardly earned, than that 
of others with idleness," it emphasized finding work. In one year, widows received 
nearly 3,000 yards of linen to make shirts and other articles of clothing in their 
homes.” 

Since compassion for widowed or abandoned women meant self-help whenever 
possible, the obligation extended to able-bodied men was even mote exacting. Some 
23 Boston charity societies declared in 1835 that recipients should believe it 
"disgraceful to depend upon alms-giving, as long as a capacity of self-support is 
retained.. .[To] give to one who begs.. .or in any way to supersede the necessity of 
industry, of forethought, and of nroper self-restraint and self-denial, is at once to do 
wrong, and to encourage the receivers of our alms to wrong doing." Echoing Mather’s 
warning of 150 years before, they believed "a faithful avoidance of the evils [of] an 
injudicious bestowment of alms" was essential to "Christian alms-giving."'* 

For that reason, the societies agreed that relief should be given only after a "personal 
examination of each case," and "not in money, but in necessaries required in the case." 
Large-scale aid programs could not be discerning in that way and therefore intrinsically 
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lacked compassion. An 1844 ktcGiffey's Reader ridiculed a ”Mr. Fantom” who had a 
"noble zeal for the millions" but "little compassion for die units." An English visitor 
observed that Ohioans did not fovor building large institutions, but were compassionate 
on an individual and fiunily basis: a "disabled Scotchman" received free "board 
amongst the farmers, sometime at one house, sometimes at another," while in another 
town a Dutch family impoverished by sickness were "provided with doctor and nurse, 
and in &ct with everything needful for them, until they recovered."'^ 

Likewise, Alexis de Tocqueville observed that Americans "displayed general 
compassion" through personal interaction, unlike the European pattern by which the 
"state almost exclusively undertakes to supply bread to the hungry, assistance and 
shelter to the sick, work to the idle, and to act as the sole reliever of all kinds of 
misery."" This difference, Tocqueville surmised, was due in part to the presence of 
small communities and strong religious ideas. 

As some towns grew in the 1830s and 1840s, more societies to help the "worthy poor" 
emerged. The goal throughout was to make city relations as much as possible like 
those of the countryside. The Boston Provident Association (est. 1851), gave food, 
clothes, and coal to those willing to woric but in temporary peed; requests from 
drunkards were refused. Supporters were asked to give beggars not money but cards 
proposing a visit to the Association’s offices, where volunteers would examine needs, 
make job referrals-, and provide food and temporary shelter. It developed a list of "the 
worthy" and also a "black record," which in 1853 contained 201 names of 
"impostors" - able-bodied persons who refused to work." 

Those who were ill generally received help (given 19th century medicine, questionable 
help) regardless of backgrounds.” The New York Association for Improving the 
Condition of the Poor frequently emphasized the importance of taking personal action, 
and reported "an increasing number of families and individuals who are willing to take 
charge of one or more, often of several, poor families."^' Reports show this 
conception of compassion • personal involvement and challenge - applied throughout 
the nation. In New York, Baltimore, Boston, Philadelphia, Chicago, St. Louis, and 
other cities, groups known as Associations to Improve the Condition of the Poor 
(AlCPs) emerged in the two decades before the War Between the States. 

The South, had fewer cities but similar patterns of compassion, as shown by historian 
Suzanne Lebsock’s detailed examination of Petersburg, Virginia. Lebsock is typical 
among historians in her bewilderment about the data she found; describing Petersburg’s 
economic difficulties during the 1830’s and 1840s and noting the lack of governmental 
response, Lebsock repeatedly indicates puzzlement and concludes, "How people got by, 
to repeat, is a mystery."” The mystery is largely unclouded by recalling how 
compassion was then practiced: people got by when their neighbors suffered with 
them. 

Nineteenth century sermons continued to define compassion as suffering with. 
Congregation members were told the offer of compassion had to be personal: "To cast 
a contribution into the box.. .or to attend coriunittees and anniversaries [are] very 
trifling exercises of Christian self-denial and devotion, compared with what is 
demanded in the weary perambulations through the street, the contact with filth, and 
often with rude and repulsive people, the facing of disease, and distress, and all 
manner of heart-rendering and heart-frightening scenes, and all the trials of faith, 
patience, and hope, which are incident to the duty we urge.” 

Churches and charity organizations believed that professionals should be facilitators of 
aid, not major, or sole suppliers: "[tjhere must, of course, be officers, teachers. 
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missionaries employed to live in the very midst of the wretchedness, and to supervise 
and direct all the efforts of the people...[but] mark you! these officers are not to stand 
between the giver and receiver, but to bring giver and receiver together."” 

Conflicting Definitions 

The compassion consensus was based on the development of personal relationships, 
often cross-class. A few proto-Marxists challenged that definition by declaring ttmt 
compassion meant not suffering with but forcible redistribution of income. That idea, 
however, did not receive a widespread hearing until some editors of the "penny press" 

- newspapers that because of printing and circulation iruiovations in the 1830s could 
sell for one cent - became, for both ideological and mercenary reasons, self-appointed 
tribunes of "the poor" generally. 

The first popular challenge to the compassion consensus came from mid- 19th-century 
American journalist Horace Greeley, who founded and became editor of the New York 
Tribune in 1841. A Universalist, Greeley believed that people were naturally good and 
that every person had a right to both eternal salvation and temporal prosperity. He 
probably never said the words most often attributed to him - "Go west, young man" - 
but he did advise many young men and women to fight poverty by joining communes 
in which the natural goodness of humans, fr'eed fi'om competitive pressure, inevitably 
would emerge.” 

Not accepting orthodox Christian anthropology - that man's sinful nature leads toward 
indolence, and that an impoverished person given a dole without obligation is likely to 
descend into pauperism - Greeley saw no problem with payment to the able-bodied 
poor who did not work.” Rather than discuss the obligations of neighbors, Greeley 
argued that each member of "the whole Human Family" had "a perfect right.. .to his 
equal share of the soil, the woods, the waters, and all the natural products."^ There 
was no need for suffering with when everyone, by government fiat if necessary, was 
due an equal sustenance. 

Greeley and his followers, such as Charles Dana, Margaret Fuller, and George Ripley, 
were only partially successful in undoing the definition of compassion that had been 
built over the previous two centuries. Heruy Raymond, founder of the New York 
Times, was Greeley’s principal opponent, and emphasized individual and church action: 
"Members of any one of our City Churches do more every year for the practical relief 
of poverty and suffering, than any [commune] that ever existed. There are in our 
midst hundreds of female 'sewing societies,’ each of which clothes more nakedness, 
and feeds more hunger, than any 'Association' that was ever formed."” Raymond 
praised "individuals in each ward, poor, pious, humble men and women, who never 
dreamed of setting themselves up as professional philanthropists," but daily visited the 
sick and helped the poor. 

Debates between Greeley and Raymond show clearly the conflict of views. Greeley 
contended that supporting a system of equal, society-wide redistribution was "the duty 
of every Christian, every Philanthropist, every one who admits the essential 
Brotherhood of the Human Family,"” and argued that evil resulted trom "social 
distinctions of master and servant, rich and poor, landlord and landless." The way to 
end evil was to redistribute wealth by having the govenunent tax the better-off and 
distribute food and funds to those who had less. Raymond, however, argued that 
"before a cure can be applied or devised, the cause of the evil must be ascertained," 
and that cause was "the sinfulness of the heart of Man." The only solution lay in 
God’s compassion toward man, and man’s subsequent compassion toward the brethren: 
"The heart must be changed."” 
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Throughout the second half of the 19th century, the battle over compassion’s meaning 
was waged largely along the lines established by Greeley and Raymond: Was the 
essence of compassion wealth redistribution, or a tiring but tireless struggle to aid the 
needy by helping them develop more productive patterns of thought and action? The 
equation of compassion with redistribution persisted, and eventually found new 
propagation in books by Edward Bellamy and other socialists of the 1880s and 1890s. 

Most Americans, however, defmed compassion more by actions than by words, 
creating a starry sky of private charitable organizations. In examining records from 
1890 and 1891, 1 have counted 2,000 points of light in Baltimore, Chicago, and New 
York alone, which show how compassion a century ago was defined in practice: 

• In Baltimore, the Association for the Improvement of the Condition of the Poor had 
2,000 volunteers who made 8,227 visits in 1891 to 4,025 families. Nearly half the 
families were headed by widows who generally received material aid; most others were 
headed by able-bodied men who received help in finding jobs and in the fighting 
alcoholism and opium addiction. An emphasis on personal involvement of rich and 
poor - not just material transfer - was evident in many ways. 

• Other Baltimore groups emphasized self-help for the poor and material transfer only 
to those unable to work. In 1890, the Thomas Wilson Fuel-Saving Society helped 
1,500 families save on the purchase of 3,000 tons of coal. The Memorial Union for 
the Rescue of Homeless and Friendless Girls offered free rooms in private homes for 
teenagers and young women until long-term housing and jobs could be found. The 
Presbyterian Eye, Ear and Throat Charity Hospital offered free beds and Bible readings 
to the poor and illiterate.” While many groups had Protestant bases. Catholic groups 
also flourished: volunteers of the Society of St. Vincent de Paul of the City of 
Baltimore made 4,800 visits and relieved 345 families. 

• Likewise, New York’s charity organizations emphasized personal help and the 
exchange of time, not just money. The American Female Guardian Society and Home 
for the Friendless sheltered over 1,000 children "not consigned to institution life 
but...uansferred by adoption to Christian homes." The Nursery and Child’s Hospital 
provided free medical care and supported hundreds of unmarried pregnant women in 
return for an agreement "to remain three months after confinement to take care of two 
infants."” New York’s 1,288 charitable organizations often employed professional 
managers, but their task was to coordinate activities of tens of thousands of volunteers 
who provided food, clothing, fuel, shelter, and employment; supported free schools and 
kindergartens; organized sea excursions and summer camps; staffed free hospitals and 
dispensaries; and constructed missions, reformatories, libraries, and reading rooms. 

Work Tests and Investigation 

For all these groups, "compassion” meant the right to work but not the guarantee of 
provision without work. Charities throughout the country offered "work tests" - one of 
two major categorizing devices of the late 19th century compassion - for the able- 
bodied homeless; transient men willing to chop wood for an hour or two generally 
received two meals a day and a night’s lodging, while married men received food and 
money for rent and clothing. Women typically received seats in "sewing rooms;" 
garments made were donated to the helpless poor or to families suffering from the 
effects of hurricanes or tornadoes. 

The "work test" was occasionally criticized by those who believed charity should be 
"unconditional," but most ministers believed "’If a man will not work, he shall not 
eat’. ..Is it, we ask, a very hard-hearted thing for the public to required an equivalent of 
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labor, from those who are able to give it, in retum for the relief which they receive? 
k it unchristian? k it not in the sweat of his brow that man is to eat bis bread? Is not 
the Commandment, ’Six days shalt thou latxn?’*” 

The other categorizing mechanism was investigation, often involving a home visit by 
an agent or trained volunteer to make sure the needs were genuine and relatives could 
not help. Categorizing applicants was vital if compassion was to include a realistic 
dose of challenge. In Boston in a typical year, 895 volunteers visited 2,094 families 
requesting relief, finding 18% "worthy of continuous relier because of old age, 
incurable illness, or orphan status; 23% "worthy of temporary relier because of 
accidents, illness, or short-term problems; 33% able to work but involuntarily 
unemployed, or "shiftless or intemperate where reform may be hoped for" (Aese were 
sent to employment bureaus); and 26% "unworthy" of support because property or 
relatives could be relied on, or because work tests and investigation indicated no 
"desire to change." 

Through the Associated Charities of Boston, 817 found and accepted jobs while 278 
refused them - "98 refusals with good reason, 170 without." Associated Charities also 
gave loans to 81 persons, legal aid to 62 persons, and medical help to 304, and 
influenced 53 relatives to offer aid. Volunteers helped 185 families save money and 
144 alcoholic breadwinners make progress toward temperance; and nearly 600 children 
were placed in adoptive families, nurseries, or industrial schools.^ 

Emerging large organizations also emphasized person-to-person instruction rather than 
distribution of alms to those able to work. "Compassion" at Salvation Army shelters 
meant not the provision of permanent housing, but encouragement of good work habits 
so clients would be prepared for regular jobs.” At the turn of the century. Army 
bureaus placed about 4,800 persons per month.” Salvationists emphasized change not 
only in job habits, but in thoughts as well, claiming 50,000 or more religious 
conversions in 1900 alone; a spin-off organization. Volunteers of America, claimed 
thousands more. 

"Sacrifice" was a word written in raised letters in Salvation Army lexicons. Its 
newspaper, fVar Cry, prominently displayed declarations of church leaders concerning 
the "self-sacrifice not short of heroism which (the Salvation Army] has evoked in 
hundreds."” What kept such declarations above the level of mere sentiment was 
wariness concerning "sentiments of emotional affection,"” and a focus not only on 
profession of faith but on repentance and follow-up, including practical movement 
away from bearing grudges and slandering others.” Those who came to the Army’s 
woodyards were told it could be a new start if they took the responsibility for their 
past failures and renewed prospects.” Ballington Booth, son of Salvation Army 
founder William Booth, scoffed at schemes for reform apart from character change and 
argued that "Hard work and simple religious truth” were the key weapons for a 
successful war on poverty.*' 
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Chairman Shaw. Thank you. 

Mr. Greenstein. 

STATEMENT OF ROBERT GREENSTEIN, EXECUTIVE 

DIRECTOR, CENTER ON BUDGET AND POLICY PRIORITIES 

Mr. Greenstein. Thank you, Mr. Chairman. Let me start by say- 
ing that I think there are some significant problems with some as- 
pects of Mr. Rector’s analysis. Maybe we could get into that in 
questions. 

I note a couple of quick points. Some of the spending increase 
that he referred to was on the elderly and that poverty rate is a 
third of what it was in 1960. I would also note that a lot of the 
spending increases he referred to are on programs hke food stamps 
and Medicaid that don’t count in measuring poverty. Since we don’t 
count them in determining, they can’t be expected to lower the pov- 
erty rate, but that doesn’t tell us they have failed. 

Finally, most research finds that one, not the only, but one key 
point in poverty trends is wages. Wages for low-paid jobs rose 
smartly in the fifties, sixties, and early seventies, and have been 
eroding for about the last 20 years, and it is clear that the ranks 
of the working poor, people not on welfare working but getting paid 
low wages, are up. 

But that is not what I came to talk today. What I would really 
like to talk about is that we be clear that we not take a series of 
issues that are separate issues and look at them as though they 
are a single issue. It seems to me among the key issues are, first, 
should there be more State flexibility? And the answer I think is 
yes. Should we be tougher in the requirements that we put on for 
work and for tracking down and collecting support from absent par- 
ents? Again the answer is yes. What about the question of cost? 
Should we cut costs? 

This chart, which is simply data from the Entitlement Commis- 
sion on which I serve, shows as we reached our bipartisan consen- 
sus that our big problems in cost in the entitlement area are health 
care and Social Security and eventually we have to deal with that. 
We did not spend a lot of focus on means-tested entitlements. They 
are not going up as a percentage of GDP. 

In fact, the Entitlement Commission assumptions here are con- 
servative in the sense that the latest CBO forecast projected after 
the year 2000 the means-tested entitlements will edge down as a 
share of GDP. You may choose, however, to cut costs in these pro- 
grams, and the point I am trying to make is the following: Whether 
you want to give States more flexibility or not — hopefully you 
will — whether you are tougher in enforcing mutual responsibility, 
in work, collecting child support and the like, whether you decide 
to cut costs, one doesn’t have to do a block grant to do any of those. 
Those are separate issues from whether one goes to a block grant 
or one maintains an individual entitlement status. All of those 
changes can be made within the structure of maintaining an indi- 
vidual entitlement. And I raise that because I think going to a 
block grant will have unintended effects that undermine some of 
the other reforms you very much want to do. Let me be clear before 
explaining what I mean about those unintended effects, that I am 
not suggesting that a mother who refused to work has an entitle- 



102 


ment that someone who refuses to track down an absent father has 
an entitlement. 

What I am suggesting is for those who meet all the requirements 
and play by all the rules, that if one removes the individual entitle- 
ment there and goes to a block grant, other unintended con- 
sequences follow. Number one, and perhaps most important, is 
what would happen during a recession. 

Let’s take the Food Stamp Program as an example between June 
1990 and 1992, the number of unemployed — the unemployment 
rose about 50 percent and the number of people on food stamps 
went up to 5 million. The food stamps were blocked and the State 
had a fixed amount of money in the beginning of the year. Either 
the need couldn’t be met and we couldn’t serve the unemployed or 
their children or States would have to meet 100 percent of addi- 
tional need out of State money. 

This could be a particular problem for States because their reve- 
nues contract during recessions and it could be a particular prob- 
lem in terms of its effect on two-parent families because the group 
whose participation goes up most in recessions are two-parent fam- 
ilies who work, lose their jobs during recessions and get their jobs 
back during recoveries. 

This is coupled with the second unintended effect. No one, de- 
spite the best of intentions, knows how to design a formula for allo- 
cating block grant money among States in these programs that 
matches current need. If you do it based on the number of poor 
people in each State, the census data on that is always 3 to 5 years 
out of it. 

If the unemployment rate went up in one State since then and 
down in another, the State with the highest imemployment would 
get too little money and the State with the robust economy would 
get too much money. If you did it based on what percent of the 
total Federal funds each State now gets, if you later have differing 
rates of employment growth in different States, the same problem 
results. 

I will give you two specific examples. We look at the proposed 
food block grant and if, for example, the food block grant that is 
outlined in a later, recent document from the Republican Gov- 
ernors’ Association were put into effect, that had been in effect 5 
years ago, your State, Mr. Chairman, Florida, would have gotten 
49 percent fewer food assistance funds in 1994 than it actually got. 

Now, to be sure what reduction in total Federal funding and cost 
there is, we also analyzed it and said suppose the exact same 
amount of Federal dollars were put out to each State as were actu- 
ally put out in 1994, simply because of their funding formula, Flor- 
ida would get 29 percent fewer funds than it got. Other States 
would get 29 percent more. 

Your State had some economic issues and population growth. 
You can’t reflect that up to date in an allocation formula. One of 
the problems this could have is if you don’t have enough money in 
some States to meet needs like recession, and States don’t want 
people who can’t — who otherwise couldn’t pay the rent to be on the 
street, there is a real risk that States would cut funding for their 
work programs, their self-sufficiency programs, the kind of initia- 
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tives that you have heard Governors which are here say they want 
to do, those might be the things that get squeezed. 

So the basic message I have — and I see my time is up, I will 
wrap up — is again these are separate issues. One can do more with 
flexibility. One can really strengthen mutual responsibility, require 
more movement toward work pattern establishment, child support 
collection. And if it is your election to do so, reduce costs without 
going into the block grant route, if you do, I think some of your ef- 
fort to promote self-sufficiency will be compromised when States, 
especially during recession, have to cut back their self-sufficiency 
programs. I think the money will be allocated inefficiently. Some 
States get too much and some too little and have particular prob- 
lems during recession. 

I do hope these are seen as separate issues and each one is eval- 
uated on their own merits. 

Thank you. 

[The prepared statement and attachments follow:] 
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TESTIMONY OF ROBERT GREENSTEIN, EXECUTIVE DIRECTOR 
CENTER ON BUDGET AND POLICY PRIORITIES 

Subcommitfee on Human Resources 
House Ways and Means Committee 
January 13 , 1995 


Thank you for this opportunity to testify on welfare spending, the entitlement 
status of certain low-income programs, and block granting. I am Robert Greenstein, 
executive director of the Center on Budget and Policy Priorities. In the late 1970s, I served 
as Administrator of the Food and Nutrition Service, the U-S. Department of Agriculture 
agency that administers the food stamp program and other food assistance programs. I 
recently served as a member of the Bipartisan Commission on Entitlement and Tax 
Reform appointed by President Clinton and the Congressional leadership. 


1. Overview 

In the past, there has been broad, bipartisan support for welfare reform efforts 
guided by the notion of "mutual responsibility." Under this view, able-bodied recipients 
of public assistance are expected to move toward self-sufficiency by participating in 
education or training activities, working, or looking for work. Government, for its part, 
provides services and supports to help recipients improve their prospects in the labor 
market and maintains a basic safety net beneath poor children and other vulnerable 
groups. 

In recent months, the debate over low-income programs has veered far from this 
framework. Some have argued that public assistance programs should r\o longer be 
structured to ensure that benefits are available to each eligible person who applies; 
individuals who follow all program rules and demonstrate a willingness to work, and 
those who are unable to work, would no longer be assured of receiving assistance. 

The Personal Responsibility Act (H.R. 4) and more recent proposals put forward 
by some Republican governors and members of Congress call for ending the entitlement 
status of safety net programs such as Aid to Families with Dependent Children (AFDC), 
Supplemental Security Income (SSI) for the elderly and disabled poor, and food stamps. 
The Personal Responsibility Act also would place a number of these programs under an 
"outlay cap" that would require substantial reductions in the programs over the next few 
years. More recent proposals have suggested that a number of major means-tested 
entitlement programs should be converted to block grants established as discretionary 
programs or capped mandatory programs (making them like the Social Services Block 
Grant). 

These proposals appear to be based on two basic premises; first, that "welfare 
spending" is out of control and cannot be curtailed as long as the targeted programs 
retain their entitlement status, and second, that block grants are needed to accord states 
increased flexibility. In fact: 1) welfare spending is not one of the major factors in our 
long-term deficit problems; 2) if Congress wishes to cut the cost of these programs, a 
block grant structure isn't needed to do so; and 3) a block grant structure isn't needed to 
accord states increased flexibility. Major changes in our welfare system are needed to 
promote work and personal responsibility and providing added flexibility to states 
makes sense in a number of areas. But removing the entitlement status of the programs 
would have profound consequences and, I fear, serious unintended effects. 

As the Bipartisan Commission on Entitlements demonstrated, overall 
expenditures for entitlements are growing faster than our ability to pay for them. If 
action is not taken to address this problem, the nation will face serious fiscal difficulties 
in the early decades of the next century. It is important to recognize, however, that the 
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health care entitlements and Social Security are responsible for virtually all of the long- 
term rise in entitlement spending as a percentage of the Gross Domestic Product (GDP). 
Expenditures on programs like AFDC and food stamps are not driving the long-term rise 
in entitlement spending that will bedevil the nation in the decades ahead. (See Figure 1) 

• According to the Entitlement Commission's estimates, between now and 
2030, Medicare will rise from 2.4 percent of GDP to 7.9 percent. Medicaid 
will climb from 1.3 percent to 3.1 percent of GDP, while Social Security will 
rise from 4.8 percent to 6.7 percent. 

• By contrast, the Commission projected that means-tested entitlements other 
than Medicaid will not rise at all as a percentage of GDP after the year 
2000. In fact, the latest CBO forecasts suggests they will decline a bit as a 
percentage of GDP. 

I would note that AFDC in particular (including cash benefits, emergency 
assistance, child support enforcement. Title IV-A child care, and "at-risk" child care) 
constitutes 2 percent of entitlement spending and 1 percent of total federal spending. 
When food stamp and Medicaid benefits for AFDC families are added in, the total rises, 
but remairK a modest share of overall federal spending at three percent. 

On a related note, while some believe the AFDC system provides overly generous 
benefits to recipients, the typical AFDC family of three receives between $8,000 and 
$9,000 annually in cash and nutrition aid, or less than three-quarters of the poverty line. 
While some AFDC families also receive housing assistance, most do not; three-fourths of 
AFDC families do not receive any federal housing assistance. 

In short, spending on mearrs-tested entitlements is not driving the deficit, and the 
benefits paid in these programs are not overly generous. When one looks at the 
combined AFDC and food stamp package, there have been sigruficant benefit declines in 
recent decades. AFDC and food stamp benefits combined have fallen more than a 
quarter in purchasing power since 1970. The combined benefit package has now 
receded, in inflation-adjusted terms, to the level of AFDC benefits alone in 1960, before 
the food stamp program was created. (See appendix for more complete discussion.) 

Still, Congress may decide to reduce spending on these programs. If Congress 
wishes to do so, it does not need to end the entitlement status of these programs. In 
1980, 1981, and 1982, Congress made significant reductions in means-tested benefit 
programs without removing their entitlement status. Congress altered the eligibility and 
benefit rules in ways that saved substantial amounts. While reductions in benefits for 
poor families and elderly and disabled individuals would not be without sigruficant 
consequences. Congress could follow this route again — and cut expenditures without 
block granting these programs — if it wished to do so. 

State Flexibility 

There also is growing support for increasing state flexibility in the administration 
of welfare programs; proponents of converting AFDC and other programs to block 
grants often argue such a change is necessary to etrsure states are given substantial 
freedom to craft their own programs. Here, too, the basic premise is flawed; it is quite 
possible to expand state flexibility within an entitlement framework. Many of the rules 
currently governing these programs could be simplified or eliminated to give greater 
leeway to states. Irotucally, as I will explain later, block grant plans might even have the 
perverse effect of constraining state flexibility because they are likely to leave states with 
insufficient resources to pursue work-based welfare reforms. 

While ending the entitlement status of programs such as AFDC, SSI and food 
stamps is not necessary to reduce spending or increase state flexibility, this change 
would eliminate a defirung feature of the safety net erected over the past six decades to 
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protect poor children, the elderly, and the disabled from destitution. The funding 
structure of the safety net is designed to ensure that these programs expand 
automatically to meet rising need such as during recessions. If the programs are 
converted to discretionary programs or "capped entitlements" that receive a fixed 
amount of funding each year, this critical feature would be lost. If funding proved 
insufficient in a given year, states would be forced to cut benefits, create waiting lists, or 
fill the gap entirely with state funds. A public assistance system structured in this 
manner would provide some aid to the poor, but it could not truly be called a "safety 
net." As a dght-rope walker would attest, a system of protection that is only in place 
some of the time offers little security. 


II. Recent Proposals 

Programs such as food stamps and AFDC are currently structured as open-ended 
entitlements in part so they can respond to changes in need from what was expected at 
the beginiting of the year. Under an entitlement structure, if the economy slips into 
recession and more families need food stamp assistance or AFDC, the programs 
automatically expand to ensure that all eligible families who apply receive assistance. 
Under both discretionary programs and capped entitlements, by contrast, states are 
provided a fixed amount of money at the beginning of the year, and this amount does 
not change if the economy grows weaker or stronger and need consequently rises or 
falls. Similarly, if the number of elderly poor rises and more people apply for SSI, that 
program automatically responds to this need but would not under the alternative 
structures under consideration. 

There are several proposals currently being discussed that would result in 
eliminating the entitlement status of important means-tested safety net programs. Most 
of the debate on the Personal Responsibility Act (PRA) thus far has focused on its 
prescriptive provisions to deny basic income support to young mothers and their 
children and to end benefits for all families after five years. The changes in low-income 
programs set out in the Contract are, however, more sweeping. Several existing 
entitlements — AFDC, SSI and the child support enforcement program — would become 
discretionary programs and placed under a new outlay cap, which would also 
encompass low-income housing programs and the "at-risk" child care program for 
working poor families. These programs all would become subject to the annual 
appropriations process and then would also fall under the overall discretioiwry caps. 

Under this proposal, the money appropriated for AFDC, would be distributed to 
states through the same matching-rate formula as under current law. If too little money 
was appropriated in a particular year to match state costs, however, the federal 
government at some point would stop distributing money for the program. In addition, 
the food stamp and child nutrition programs such as the school lunch program would be 
eliminated and a food assistance block grant would be established. 

Proposals being advanced by some governors and Members also would convert 
means-tested entitlement programs into discretionary programs subject to the annual 
appropriations process. Instead of distributing the available funds through the current 
state matching-rate formula, however, as the PRA would continue to do, the programs 
would be converted to block grants. 

Eliminating the entitlement nature of programs such as AFDC, SSI and food 
stamps would have profound consequences. It also would cause some serious adverse 
effects that its sponsors may not have foreseen. 

• If programs such as AFDC, SSI, and food stamps are converted to 

discretionary programs, it is likely that the funding reduction would be 
much larger than anticipated because of decisions made in the 
appropriations process. There has been discussion of block grants that 
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freeze spending or cut funding by 10 or 15 percent. Over time, however, 
the actual reductions would almost certainly be much larger than that. 
When a discretionary block grant is described as being funded at a freeze 
level, for example, this means that the appropriations ceiling for the block 
grant is set at the freeze level. But the amount actually appropriated would 
likely be below the ceiling, as is true for most discretionary programs. 
Moreover, with Congress about to tighten the already-austere spending 
caps that govern the total amount that can be spent on discretionary 
programs (while raising spending on defense), domestic discretionary 
programs are likely to be squeezed hard in the years ahead. Programs such 
as AFDC (or a welfare block grant) that have weak political constituencies 
would likely fare poorly in the intense competition for the shrinking pot of 
funds available under the spending caps. Over time, the federal funds 
provided to states are likely to decline substantially. 

If too little money is appropriated for AFDC, SSI, or food stamps (or 
similar block granted programs) funds could prove insufficient part-way 
through the year. If the money for SSI ran out in July, what would happen 
to a poor elderly person who applied for assistance in August or 
September? Either that person would be refused assistance or put on a 
waiting list, or the state would have to pay the full cost of that person's aid. 
Some poor elderly or disabled people could be left with no means to pay 
for rent, utilities, or other basic necessities if the SSI program loses its 
entitlement status. 

Discretionary programs cannot respond to the increases in need that 
occur during economic downturns. Under the current financial structure 
for AFDC and food stamps, additional federal funds automatically flow 
into states when a recession hits and more families apply for aid. For 
example, between June 1990 and June 1992, as the national unemployment 
rate jumped from 5.1 percent to 7.7 percent, the number of people receiving 
food stamps rose by more than five million. If food stamps become a 
discretionary program, additional federal resources would not be available 
during a recession. A fixed amount would be allocated to a state at the 
start of a year. If unemployment subsequently rose and funding for food 
stamps or AFDC proved insufficient, states either would have to bear 100 
percent of any additional cash and food assistance costs themselves or poor 
households would be left without basic assistance. 

An example of the problems this type of approach can create is provided 
by a proposal developed by a group of Republican governors to replace the 
current federal nutrition assistance programs with a block grant to states. 
Under this proposal, the overall size of the block grant each year would 
equal the amount expended in these programs in FY 1994, adjusted for 
inflation. In addition, each state's share of the total federal appropriation 
would equal its share of federal food assistance spending in fiscal year 
1993. 

Had this proposal been enacted in 1989, federal food assistance funding for 
states would have been 29 percent lower in fiscal year 1994 than it was under 
the existing food assistance programs. States would have lost at least one- 
fifth of their federal nutrition funding, and some states — such as Florida 
and California — would have lost almost half. Between 1989 and 1993, 
unemployment and poverty climbed substantially. The states in which 
need rose the most rapidly would have experienced the most severe 
shortfalls in funding. 



108 


This would pose serious problems for states. State revenues shrink during 
economic downturns, and many state programs are cut. If states are left 
without sufficient federal funds for programs such as AFDC and food 
stamps during a recession, states would be forced to choose between 
raising taxes (or cutting other programs more deeply in recessions) to 
address the mounting need, instituting across-the-board benefit cuts, 
making some categories of needy families and children ineligible for the 
rest of the year, or placing poor families that recently lost their jobs on 
waiting lists for aid. 

It is worth noting that if states instituted waiting lists, two-parent families 
could be significantly affected. The subpopulation whose participation In 
AFDC and food stamps rises most sharply in recessions is two-parent 
families. 

• The loss of the automatic increase in federal funding during a recession 
would weaken the national and state economies. The food stamp and 
AFDC programs function as what economists call "automatic stabilizers" 

— federal programs that moderate economic downturns by infusing more 
purchasing power into national, state and local economies when recession 
sets in. If these programs become discretionary programs or capped 
entitlements and insufficient funds are available to meet the increased 
need, the automatic stabilizer role played by these programs would be 
significantly diminished or lost altogether. This is especially troublesome 
in the case of the food stamp program, which is one of the most important 
automatic stabilizers in the federal government's recession-fighting arsenal. 
Ending the entitlement status of these programs is therefore likely to make 
recessions somewhat deeper and more protracted. 

Block Grant Proposal Presents Additional Problems 

The problems desaibed above would affect any plan that ended the entitlement 
status of safety net programs. Converting AFDC and food stamps into discretionary 
block grants presents additional difficulties as well. These include the following: 

• A block grant structure would misallocate funds among stales. Any 
formula that could be used to allocate block grant funds among states 
would be based on data for a year in the past; the formula would not be 
able to reflect economic and demographic changes since that time. States 
whose economies had grown robustly since the year in which the data 
were collected would receive more funds than warranted, while states 
where economic conditior\s had deteriorated would receive too little. 

• Of particular concern is the fact that during a recession, the hardest-hit 
states would likely be subject to a "triple whammy." First, there would 
be insufficient federal funds flowing into the states, since the federal 
funding level would not automatically rise with a recession. Second, the 
allocation formula would not recognize the depth of the downturn in states 
that had been hit hardest. Finally, the states hit hardest by the recession 
would generally face large declines in state revenues and be among the 
states least able to provide state funds to respond to the additional need the 
downturn had created. 

• It would be problematic to develop a formula for allocating block grant 
funds among the states. If the formula reflected current expenditure 
patterns, it would penalize states with low benefit levels and risk locking 
them into that status permanently. Moreover, if the formula gave each 
state the same percentage of federal funds that it currently receives, this 
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would fail to recognize the differences that will occur among states in 
coming years in unemployment levels, rates of population growth, 
demographic changes, and wages. If the formula attempted to adjust for 
these factors, it would be out-of-date (as noted above), always reflecting 
economic and demographic conditions several years earlier. 

Setting each state's share of block grant funds equal to its share of federal 
food assistance spending in an earlier year would lead to large inequities 
over time. This can be seen by looking at the distribution of federal food 
assistance funds to states in fiscal year 1989 and fiscal year 1993. Suppose 
the percentage share of funds each state received in fiscal year 1993 were 
held to the same level as in fiscal year 1989. What would have happened? 
Even if the total amount of funds distributed nationally remained 
unchanged, in 37 states the amount of funds they would have received 
under the fixed approach differs by more than five percent from the 
amount actually received. Delaware, for example, would have received 15 
percent less in federal funds than it actually received; Florida would have 
lost 29 percent of its funds; Califorrua would have lost 21 percent. 
Meanwhile, Wisconsin would have been granted 19 percent more than it 
received under current law, while Michigan would have received 13 
percent more. 

Capped Entitlements 

Some have argued that structuring welfare block grants as "capped entitlements" 
rather than discretionary programs would avoid the funding problems otherwise posed 
by a block grant. Under a capped entitlement, states would be entitled to their 
respective shares of a fixed amount of federal block grant funding each year. Low- 
income families would not be entitled to benefits; no additional federal funds would 
flow into a state if the number of eligible families rose, such as during a recession. 

Under a capped entitlement, a state's federal funding would remain fixed for the 
year just as it would under a block grant structured as a discretionary program. Indeed, 
a block grant structured as a capped entitlement differs in only one respect from a 
discretioirary block grant. The capped entitlement status is thought to afford protection 
against further reductions in block grant funding in the appropriations process. 
Otherwise, the two approaches are identical. 

As with a discretionary block grant, the fixed amount of federal funding available 
under a capped entitlement would be allocated among states in accordance with some 
type of formula. All of the problems described above regarding allocation formulas 
would hold true here as well. Some states would receive too much, while others would 
get too little, especially when their economies turned down. 

It is also not clear how much protection a capped entitlement structure provides 
from reductions in the appropriations process. Under federal budget rules, 
appropriators can lower the appropriation ceilings on capped entitlements and use the 
savings to meet the discretionary spending caps or fimd other discretionary programs. 
While such action has not frequently been taken in the past, it could become a more 
inviting route for appropriators in the future as the discretionary caps tighten. In 
addition, appropriators could simply appropriate less than the capped amount. This has 
happened in the past with the Social Services Block Grant. 

It is of note that low-income programs that are capped entitlements have been 
subject to larger funding reductions in recent years than have low-income discretionary 
programs. For example, the Social Services Block Grant, converted in the early 1970s from 
an open-ended entitlement to a capped entitlement, has fallen about 60 percent since then, 
after adjusting for mflation. Total appropriations for all low-income programs that are 
capped entitlements have declined nearly 20 percent since 1981, after adjusting for inflation. 
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By contrast, total appropriations for low-income discretionary programs have declined seven 
percent over this period in inflation-adjusted terms.' 

“Means-Tested Outlay Cap" Would Lead to Large Cuts in Means-Tested Programs 

In addition to ending the entitlement status of key means-tested programs, the 
Personal Responsibility Act would place a new cap on aggregate expenditures for 
several of these programs, including AFDC, SSI, the child support enforcement program, 
and the "at risk" child care program for low-income working families. 

The cap governing these programs would be set at a level well below what the 
programs would cost under current law: total spending on the capped programs would 
need to be cut by almost $26 billion between IW and 1999 to fit within the cap. If the 
cuts were distributed proportionately across the capped programs, SSI alone would be 
cut $10.5 billion in this three-year period, including a cut of $5.1 billion, or 15 percent, 
just in hscal year 1999. To achieve these cuts, it would be necessary to reduce benefits or 
deny assistance to eligible individuals. 

It is worth noting that the PRA's outlay cap differs in an important way from most 
previous proposals to cap entitlement spending. Earlier plaits proposed to place a cap 
on total spending for all entitlements or all entitlements except Social Security. The 
provision in the PRA is unique in that its cap excludes entitlements not targeted on the 
poor and places under the cap only programs for those at the bottom of the income scale. 
This proposal seems particularly inappropriate given that means-tested entitlements are 
not driving the overall increase in entitlement spending. 


III. Increasing State Flexibility Within an Entitlement Framework 

The PRA imposes significant new requirements on states — such as creating 1.5 
million work slots for AFDC recipients by 2001 — while providing fewer resources. 
Some recent proposals to block grant AFDC and the food programs are viewed as an 
alternative to the numerous prescriptive requirements in the PRA — a means of 
providing states with greater flexibility in designing and implementing welfare 
programs. It is a mistake, however, to think that converting entitlement programs into 
discretionary programs is the only means to expand state flexibility in designing welfare 
programs. Providing states with erdianced flexibility within an entitlement structure 
would avoid the drawbacks of block grants. 

The Shape of a Redesigned Federal-State Partnership 

If the federal-state AFDC partnership is to be redesigned to give states greater 
flexibility within an entitlement framework, policymakers at both levels of government 
will need to engage in a serious debate about the appropriate role of the federal 
government in the new system. 

The federal government could pare back the AFDC requirements currently 
imposed on states. For example, states could be free to develop their own rules 
concerning matters such as how income is treated when determining AFDC eligibility 
and benefit levels; reporting requirements; treatment of vehicles, lump sum payments, 
and other resources; and budgeting rules. 


' This excludes subsidized housing programs which are an anomaly. AppropriaHons for subsidized 
housing programs have fallen substantially since 1981, but actual expenditures for these programs have 
risen substantially over the same period. This seeming contradiction reflects the unique features of the 
fiscal structure of the housing programs. 
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In addition, the federal government could require states to provide services that 
help able-bodied welfare recipients move toward self-sufficiency and to operate tough 
child support enforcement programs to ensure that absent parents fulfill their 
obligations. States should have substantial freedom to design the specific contents of 
these programs. They also should be allowed to impose reasonable obligations on 
recipients — for example, to participate in education, training or work programs and to 
cooperate with child support enforcement agencies — and to assess reasonable penalties 
when recipients fail to meet these expectations. 

In a limited number of areas where a pressing national problem exists and 
research has identified a promising approach, the federal government might require that 
states follow a particular model (as long as sufficient funding is made available). For 
example, it may be appropriate for the federal government to requite that teenage 
patents on welfare be required to live with responsible adults and to attend school if 
they have not obtained a diploma. 

Other than in these areas, few federal rules need apply. The federal government 
would establish some basic rules — such as that recipients who are willing to work and 
meet all requirements receive either cash assistance or a work slot and that poor children 
not be denied assistance. The federal government also would continue to match state 
benefit expenditures, as it now does; the individual entitlement structure of the program 
would be maintained. 

Finally, federal funds should support research and evaluation activities to identify 
effective program strategies and technical assistance to ensure that states can apply 
lessons from the research. 

Granting states broad flexibility within an entitlement structure would likely 
provide states greater flexibility than a block grant. Under a block grant, if a state 
received significantly less federal funding than it would if the program remained an 
entitlement, the state could be forced to curtail innovative work or self-sufficiency 
programs. Suppose a recession hit and a state's caseload climbed. To provide basic 
benefits and keep families from becoming destitute a state could slash spending for work 
programs or cut back other initiatives designed to promote self-sufficiency. Although 
states could choose to deny aid to eligible families (since the programs would no longer 
bear entitlement to individuals) states may be unwilling to deny basic support to a 
family that, without the assistance may be unable to pay rent. In short, if states receive 
limited federal resources under a block grant structure, they may be unable to 
implement many of the initiatives for which they have sought permission through the 
waiver process — such as expanded eartungs disregards so ATOC families can keep 
more of their earnings when they go to work, more realistic asset rules that former 
Secretary Kemp (among others) has advocated, and expanded work programs so more 
families may be subject to work requirements. 



112 


APPENDIX: Welfare Spending 

Recent arguments that federal "welfare" spending is both excessive and 
ineffective have sometimes relied on a few highly publicized but questionable assertions 
— that the federal government has spent $5.3 trillion on "welfare" programs since 1964 
without decreasing poverty and that the typical AFDC family receives $15,000 in benefits 
per year. This Appendix examines these assertions about welfare spending in detail. It 
focuses on three issues: 1) the current level of spending on programs targeted to low- 
income people and the extent to which these programs conform to the popular definition 
of "welfare"; 2) the total amount that has been spent on low-income programs during the 
past few decades and the effect of this spending; and 3) the benefits received by the 
typical family on AFDC. 

I. Total Spending on Means Tested Programs 

According to the Congressional Research Service, the federal government spent 
$208 billion on programs that target their benefits or services on low-income people in 
1992. This represented 15 percent of federal outlays. These programs included cash 
assistance, medical aid, nutrition assistance, education funding, housing assistance, job 
training, and energy aid. The largest component of the federal spending on low-income 
programs was medical aid, mainly composed of Medicaid. Medical aid comprised 38 
percent of federal spending on means-tested programs and grew at a faster rate between 
1990 and 1992 than any other component of low-income programs. Non-medical related 
spending on means-tested programs totaled $129 billion, or nine percent of total federal 
spending. 

While the CRS list provides useful information on expenditures for low-income 
programs, the programs included in its analysis go far beyond the popular image of 
"welfare." The list includes numerous programs that provide services, not income 
assistance, to low income people. Programs such as job training through the Job 
Training and Partnership Act (JTPA), and Head Start do not provide cash, food, housing, 
or similar aid that help poor families purchase basic necessities. 

It also is important to recognize that many of the programs on the CRS list serve 
low-income families, households and individuals who do not receive AFDC. In fact, 
many of the recipients of these programs have incomes above the poverty line. For 
example, the earned income credit will provide benefits to families with children whose 
incomes fall below $28,600 in tax year 1996. Similarly, the Supplemental Feeding 
Program for Women, Infants and Children (WIC) provides nutrition assistance to 
recipients whose family incomes equal up to 185 percent of the federal poverty line. 

Low-income Entitlement Spending 

As Table 1 shows, in 1994 the federal government spent $177 billion on means- 
tested entitlement programs.^ Table 1 also shows (for programs where such data are 
available) the percentage of spending in each program that goes to families receiving 
AFDC and to elderly and disabled people. Of note: 

• Only 18 percent of Medicaid spending — the largest means-tested 

entitlement program — goes for health care for AFDC recipients. The 
average cost of Medicaid services for a child receiving AFDC is only about 
one-quarter the cost of caring for an elderly Medicaid recipient and about 
one-seventh the cost of caring for a disabled individual. 


^ Conp-essional Budget Office, "The Economic and Budget Outlook: Fiscal Years 1996-2(XX), A 
Preliminary Report/' January 1995. 
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» Spending on AFDC (including AFDC benefits, emergency assistance, child 
support enforcement, Title IV-A child care, and "at-risk^' child care), food 
stamp benefits for AFDC families, and Medicaid spending on AFDC 
families totaled about one-quarter of means-tested entitlement spending 
and about 6 percent of all entitlement spending. 

• The proportion of total means-tested entitlement spending that represents 
spending on low-income elderly and disabled persons is much higher, 
about 46 percent.^ 

Thoughtful reform is needed to control the costs of entitlement spending. It is a 
mistake, however, to look at non-medical means-tested entitlements such as ATOC, food 
stamps, and SSI as the culprit for rapid entitlement growth. 

II. What Does It Mean That We've Spent "$5 Trillion" on "Welfare Programs" 

Since 1964? 

In testimony submitted to this Subcommittee on August 1994, Robert Rector of the 
Heritage Foundation stated that "Since the onset of the War on Poverty, the U.S. has 
spent over $5.3 trillion on welfare. But during the same period, the official poverty rate 
has remained virtually unchanged..." 

To come to a figure of $5.3 trillion, "welfare spending" has to be defined in its 
broadest terms to include any means-tested program, including programs that confer a 
significant amount of benefits on families above the poverty line. As noted earlier, such 
a definition goes far beyond the common conception of "welfare." Furthermore, when 
considering what such a figure means, it is important to place it in context. 

• Total federal spending over the past thirty years had totaled more than $31 
trillion (in 1993 inflation adjusted dollars) while total GDP over that period 
has equaled almost $143 trillion.^ 

• Even if one accepts Mr. Rector's definition of "welfare spending," his 
figure suggests that 16 percent of total federal spending — and 4 percent of 
total GDP — over the past 30 years has been spent on means-tested 
programs. 

• Combined federal spending since 1964 on AFDC, Medicaid, SSI, and 
nutrition programs that are entitlements totaled about $2 trillion. While 
this is a large dollar amount, it amounts to less than 1.5 percent of total 


^ Data for Ihe Food Slamp Program are from Characterislics of food Stamp Households, Summer 1992 issued 
by the U.S. Department of Agriculture. Data for Medicaid are from "Medicaid Expenditures and 
Beneficiary Trends, 1988-1993" by John Holahan, David Uska, and Karen Obermaier. The Food Stamp 
data do not indicate the amount of food stamps that go to elderly and disabled individuals. Instead, the 
data indicate the value of food stamp benefits that go to households including an elderly or disabled 
person. Thus the full value of food stamp benefits going to these families are included in this calculation 
leading to a somewhat higher estimate. However, the estimated proportion of food stamp benefits going to 
elderly and disabled persons represents only 4 percent of the estimated total value of benefits going to 
elderly and disabled people. It should be noted that benefits going to elderly and disabled people are not 
wholly independent of benefits going to AFDC families. An AFDC family could include a member who 
receives SSI. In such a case, that family member would not be included in the AFDC urUt and, therefore, 
would not actually be an AFDC recipient, but the family would receive income from both the AFDC and 
SSI programs. 

* In this section, all dollars are presented in 1993 dollars using the GDP implicit price deflator. This year 
was selected so that the numbers would be comparable to those used in Robert Rector's August 1994 
testimony. 
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Gross Domestic Product (GDP) and about 6.6 percent of total federal 
outlays over that period.® 

• Spending on AFDC alone over the past 30 years has totaled less than 1.5 
percent of federal outlays during this period. 

It bears noting that the Heritage Foundation suggests this spending has been of 
little worth because the official poverty rate has remained unchanged since the War on 
Poverty began. This statement is problematic for several reasons. 

First, a large fraction of this spending consists of programs that assist families 
without increasing their cash incomes. Since non-cash benefits are not counted in 
measuring poverty, the effects of these programs obviously cannot show up in the 
poverty statistics. This therefore provides no evidence that such programs are 
ineffective. For example, programs like food stamps help families purchase food but do 
not reduce officially measured poverty. Medicaid also does not show up in the poverty 
statistics. 

Moreover, programs like Medicaid are not designed to foster self-sufficiency, and 
enable people to work their way out of poverty. It is designed to serve other purposes. 
Medicaid does not provide skills training for recipients; rather, it provides health care 
coverage for many people who could not otherwise afford it. It should not be expected 
to reduce poverty rates. 

Also of note, some programs that do provide cash assistance provide benefit 
levels so low that they reduce the severity of poverty but do not lift households out of 
poverty. The average AFDC family of three receives maximum benefits equal to 42 
percent of the poverty line. Similarly, federal SSI benefits, by themselves, are too low to 
lift a family from poverty. In 1993, federal SSI benefits for an individual equalled about 
75 percent of the poverty line and about 90 percent for a couple. 

In addition, it is not accurate to portray the poverty rate as remaining "virtually 
unchanged" since the War on Poverty began. When strong economic growth leading to 
real wage growth across the income istriburion was coupled with more generous 
antipoverty programs, poverty did respond. Between 1964 and 1973, the poverty rate 
fell from 19 percent to 11 percent, and the number of poor dropped by more than 13 
million people. 

Since 1977, however, the poverty rate has drifted upward. In 1977, some 11.6 
percent of the population was poor. In 1993, the poverty rate stood at 15.1 percent The 
years 1977 and 1993 are appropriate years to compare because they came at similar 
points in the economic cycle. 

The major factor behind the upward drift in poverty appears to be fundamental 
shifts in the economy, not excessively generous anti-poverty programs. During this 
period, falling wages and declining job opportunities for lower skilled workers 
contributed to rising poverty rates. 

• In 1979, some 12.1 percent of full-time year-round workers earned too little 
to lift a family of four out of poverty (1977 data are not available). By 1993, 
some 16.2 percent of these workers had earnings this low. The average 
hourly wages for non-supervisory jobs also fell by 14 percent from 1977 to 
1993, after adjusting for inflation. 


® For AFDC spending the Congressional Budget Office mandatory spending category entitled "'Family 
Support" was used for this calculation. The Family Support category includes AFDC cash payments as 
well as the child support enforcement program, emergency assistance, child care expenditures for AFEXT 
recipients, and the "at-risk" child care program that provides child care subsidies to low-income working 
families. 
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• Similarly, in 1993, the proportion of families with children in which the 
head of the household worked but the family was still poor stood at 11.4 
percent; by contrast, in 1977, some 7.7 percent of such families were poor. 

In addition to declining labor market prospects for those at the bottom of the 
income spectrum, changes in family structure have contributed to the increase in 
poverty. Female-headed families were both a larger proportion of all families and of 
poor families in 1993 than in the late 1970s. At the same time, however, the effect of the 
growing number of female-headed families on poverty trends in the past 20 years is 
sometimes exaggerated. During this period, the average size of female-headed families 
became smaller and poverty also increased among two-parent families. As a result of 
these and other trends, the proportion of poor people living in female-headed families 
has remained fairly steady since the late 1970s. Cer\sus data show that 37.2 percent of all 
poor people lived in female-headed families in 1977. In 1993, some 37.3 percent did. 

A weaker safety net also has contributed to the rise in poverty for some groups. 

In 1993, fewer than one in every seven children who were poor before receipt of 
government benefits were lifted from poverty by these benefits.^ In 1979, nearly one in 
five children who were poor before receipt of benefits were lifted from poverty by them. 
(These data are not available for 1977.) 

III. What is the Value of Benefits Provided to AFDC Families? 

The Heritage Foundation and others have claimed that AFDC families receive 
benefits totaling $15,000. The income most recipients have to meet their basic needs, 
however, is in fact, considerably lower. 

• In 1994, the average AFDC family of three was eligible for a maximum of 
$415 per month, or $4,980 per year, in cash assistance.^ Nearly three- 
quarters of all AFDC families included three or fewer members. 

• Most AFDC families also receive food stamps. A family of three that 
received $415 in AFDC benefits would receive about $249 in food stamps.® 

• Together, an average AFDC family of three receives a total of $664 per 
month or $7,968 per year in food stamp and AFDC benefits. This 
represents two-thirds of the poverty line. 

AFCXT recipients do, however, receive other benefits and services in addition to 
food stamps. Most notably, AFDC recipients are "categorically eligible" for Medicaid. 

Medicaid provides an important service to AFDC families. However, it is 
inappropriate to count Medicaid costs as "income" for families on AFDC. Medicaid 
payments go to doctors and hospitals, not AFDC recipients, and cannot be used to meet 
basic expenses such as food, shelter and clothing. Furthermore, a family that has 


^ This decline in the proportion of children raised from poverty by government benefits is likely to reflect 
the combined effect of benefit reductions and wage erosion. Declining wages left many working families 
with children further below the poverty line, thus reducing the chances that the combination of wages and 
government benefits would lift them to the poverty line. 

^ This was calculated by taking the weighted average of the maximum AFDC benefit levels for a family 
of tliree in each stale in 1994. The number of AFDC families with three members in each state in 1992 (the 
last year for which the data are available) was used as the weight. The median maximum AFDC benefit for 
a family of three was a very similar $420. 

® This was calculated using the average shelter deduction for food stamp households that also receive 
AFDC. 
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numerous medical problems and^ therefore, produces higher Medicaid costs for the 
government does not have more "income" with which to pay rent than a similar family 
receiving AFDC that does not have such high medical expenses. Including Medicaid in 
the calculations of the income available to AFDC recipients would be inconsistent with 
how other health assistance is described; most do not consider the value of their 
employer-provided health care coverage when stating their income level; and few favor 
including the value of such coverage in their taxable income. 

In addition to Medicaid, some AFDC families receive assistance through the 
Women, Infant, and Children Supplemental Feeding Program (WIC), the School Lunch 
Program, and subsidized housing. Unlike Medicaid (which provides medical 
insurance), these programs are more like cash assistance — they help families meet 
monthly budgets. But benefits in WIC and the school lunch program are modest. And 
while housing benefits are larger, most AFDC families do not receive them. Only one 
quarter of AFDC recipients receive housing assistance. 

The three-quarters of families receiving AFDC who do not receiving housing 
assistance must pay for food, clothing, shelter, and transportation with a family income 
that averages between $8,000 and $9,000 per year for a family of three, depending on 
whether the family receives WIC and free school meals. When the amount AFDC 
families that receive housing assistance appear to save on housing costs is factored in, 
even these families remain below the poverty line.** 


An average AFDC family of three that receives housing assistance pays about $100 per month for 
housing related costs while the average U.S. household with income of between $5,000 and $10,000 spends 
$345 per month on housing. Thus, at first glance the housing assistance appears to effectively increase the 
family's income by $245. However, because food stamp benefits are partially determined by a family's 
housing costs, the food stamp benefits of a typical AFDC family of three that receives housing assistance 
would be reduced so that the housing assistance effectively raises an AFDC family's income by $206 per 
month. 



FIGURE 1: 

FEDERAL ENTITLEMENT SPENDING AS A PERCENT OF THE ECONOMY 

1994-2030 
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Reform and the Congressional Budget Office, January 5, 1995. 





Table 1: Federal Means-Tested Entitlement Programs - 1994 
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••Note; The earned income credit was expanded under the 1993 Omnibus Budget RccoocUiatioo Act. lo Tax Year 1996. tbe expansions SOURCE: Congressional Budget Office, "The Economic an 

will be fully phased-in. Because most EiC recipients receive their credit after ntiog their annual tax tectnvs. tbe majority ijf the budgeuiy impact Budget Outlook: Fiscal Years 1996 - 2000, A Preliminaiy 

of the EIC is felt in the fiscal year following the tax year. By FY 1997, the refundable portion of the EIC is projected to cost 523 billion. Report,' January 5, 1995. 
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Mr. Shaw. Thank you, Mr. Greenstein. 

Does anyone on the Republican side care to inquire? 

Democrats? Mr. Ford. 

Mr. Ford. Thank you very much, Mr. Chairman. 

Mr. Greenstein, we have heard testimony from Governors here 
today and we had a couple of Governors — ^three Governors before 
the Full Committee yesterday, and Governors are suggesting that 
they would be able to maintain their stake in that program and ex- 
pand the welfare-to-work initiatives with the funding allowed 
under the block grant structure. 

And I have listened to yovu" testimony. It is clear that you dis- 
agree with that and with the Governors’ suggestion here with the 
program. That is not to say that you don’t fully support moving 
people off of welfare into the work segment and, especially possible, 
the private sector. 

Job creation and job opportunity you would be a strong advocate 
for that, but disagree with what the Governors are suggesting that 
there be a safety net for the poor. 

Mr. Greenstein. Mr. Ford, I am not an advocate of the status 
quo in the welfare system. I strongly support moving people off of 
welfare into work and I strongly support more flexibility in many 
areas for the States. 

But I have been talking myself directly to some Governors as 
well as to their staffs and there are many of both parties who are 
very fearful of what would happen in a recession if these programs, 
AFDC, especially food stamps, were blocked and could not respond 
to the increase in need in a recession. 

Let me be very clear, if you take a program like food stamps and 
even AFDC, the increase in need during recession is not primarily 
from people who are long-term poor, who are sometimes described 
as members of the underclass. I am talking about working families 
that in normal years aren’t on welfare. They lose their jobs. They 
temporjirily need some assistance and they get back on their feet 
and get off. 

Those are the last people we should want to shut out and if you 
have a block grant in a recession, a State is forced to choose be- 
tween cutting everybody across the board, instituting waiting lists, 
and those people can’t get on, or raising taxes in the middle of the 
recession. 

We did what I think was a few years ago widely regarded as the 
leading study on what did States do to respond at the State level. 
State budgets to respond to the recession in 1991 and 1992. And 
what we found was whether the Governor was Republican or Dem- 
ocrat, liberal or conservative, all Governors — in most States they 
were so tightly squeezed in the recession because States have to 
balance the budget in the recession and the revenues decline, that 
there were large and disproportionate reductions in aid including 
for the working poor and the homeless in many States during the 
1991 and 1992 recession because they couldn’t make ends meet. 

And one of the things that helped those Governors was at least 
the Federal funding for things like food stamps and AFDC was 
there to help meet the additional need during recessions. If we pull 
that out from Governors, I believe that some of the very Governors 
who were here before you this week calling for block grants will 
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come back begging for help in the next recession. And if we have 
a balanced budget constitutional requirement and various caps, it 
is going to be very difficult to reverse gear at that point. 

So that is why I am saying I am not calling for more money or 
less flexibility. Under the current structure, they go up in reces- 
sion, they go down in recovery. That makes sense. 

Mr. Ford. Well, Mr. Rector talked about the $5 trillion and 
which you addressed somewhat in your opening statement on Fed- 
eral poverty programs since the sixties, since the seventies, rather. 
Can you elaborate a little bit more on some of the programs, be- 
cause I have a list of the programs that Mr. Rector made mention 
of and what we are really taking about is block granting the wel- 
fare program under the Contract With America, i.e., food programs 
for non-AFDC recipients, that apply to the elderly, housing assist- 
ance, other means-tested education^ programs, the Pell Grant Pro- 
gram, and financial aid programs for college students as well. 

Would you just elaborate briefly. My time is almost expired. 

Mr. Greenstein. Let me just say, $5 trillion is a large number. 
Now, total Federal spending, this covers so many years, was over 
$30 trillion during that period. Mr. Rector’s figures account for less 
than a sixth of Federal spending during that time. And they in- 
clude things like SSI for the elderly and disabled which has helped 
reduce poverty there. They include things like food stamps. 

If we were to count food stamps in determining who is poor as 
though it were income, the poverty rate would be lower. We don’t 
count it so it is not fair to say that food stamp spending went up. 
Medicaid spending went up. Poverty income didn’t come down. 
They don’t count when we measure who is poor and who is not. 

But the evidence is pretty clear that there has been a significant 
reduction in the gap in nutrition between the poor and the rest of 
society as food programs expanded. There is a lot of research indi- 
cating that Medicaid has contributed to reductions in infant mor- 
tality and better prenatal and pediatric care. That doesn’t mean to 
say they are perfect programs and can’t be reformed. 

I am just saying we can’t simply say there is still poverty. There 
is a dollar figure. If you look — ^two quick figures. Female-headed 
families, very serious problem. But 15 yeeirs ago or so, 37 percent 
of all poor people lived in female-headed families. Today, 37 per- 
cent of all poor people live in female-headed families. 

The figures that stand out more is the proportion of people who 
work but make wages that don’t lift them above the poverty line. 
Here we have another anomaly. The earned income credit, help the 
working poor, so we don’t count that in measuring poverty. So we 
can’t really say here is all this money we spent but poverty didn’t 
go down when we spent money in part for programs that we don’t 
count when we determine who is poor, but that really did help in 
things like nutrition and health care. 

Mr. Shaw. OK. Mr. Rector, would you like to comment? 

Mr. Rector. I would love to comment on this. The fact of the 
matter, I have written for many, many years on precisely the er- 
rors in the measurement of poverty and Mr. Greenstein is now 
trotting out to defend the welfare state. It is the liberal establish- 
ment in Washington that is resisting making those very changes in 



121 


the measurement of the poverty which Mr. Greenstein is now say- 
ing are needed. 

In fact, you could go back and find a series of papers in which 
Mr. Greenstein attacks me for making exactly the points which he 
just made right now. I would say if we went back to the chart that 
I had and showing the change in the official measured poverty rate 
which has been created and sustained by our government, the 
chart shows the official poverty measure which is broadcast to the 
American people, and this is the one which everyone in basically 
and most liberals in Washington insist that this is the gospel truth. 
Looking at the chart, the record is very, very clear. 

I wo^d say that basically, though, putting the caveats that Mr. 
Greenstein puts on there, there is some validity in those caveats, 
but what the chart really measures is the ability of people to sus- 
tain themselves. What you see is that prior to the war on poverty, 
people were conquering poverty through their own work and earn- 
ings and initiative and the poverty was falling very rapidly. As 
soon as the war on poverty begins, all of that self-sustained and 
self-initiated progress against poverty comes to a stop and the pov- 
erty rate starts to go in the other direction. 

That is because, in welfare, as in most other things, you get what 
you pay for and the current welfare system pays for nonwork, and 
nonmarriage. It is an insidious system in which the more you 
spend, the more clientele for the programs you create. There is no 
way under this system that you can spend your way out of poverty. 
The more you spend, the more you erode the work ethic, the more 
out-of-wedlock births you have, the more people in apparent need 
of aid that you generate. 

So you are caught in a spending trap under the cxirrent situation, 
particularly with regard to the collapse of the family. The more you 
spend, the more out-of-wedlock births you have, the more young 
mothers who cannot sustain themselves without government assist- 
ance. That is what is most directly reflected in that chart. 

I would also comment about his allegation that welfare spending 
will not go up as a percentage of GDP. The figures I gave came di- 
rectly from CBO. When you put in all of the welfare state, includ- 
ing Medicaid, the fact of the matter is that it will rise to 6 percent 
of GDP, $550 billion by the end of the century. The welfare state, 
meaning cash, food, housing, medical care and social services that 
are means tested and for the poor is in fact rising as fast as any 
other category in the budget. It is rising as fast as Social Security 
and Medicare combined. It is a very rapidly growing figure. Those 
figures are directly from CBO. 

The simple fact of the matter is that this is an enormously ex- 
pensive system and it is important to look at the whole system. It 
is always easy as we did during the eighties to take one of these 
175 programs and show that it didn’t grow as fast as baseline and 
then claim, oh, Reagan has slashed the safety net. To claim we are 
cutting spending, when in reality the spending in aggregate is ex- 
ploding because 174 other programs are growing rapidly. This is 
what happened in the eighties. 

I would also say that there seems to be an imderlying theme 
here that what causes spending to go up is a recession. Look at 
that chart. Even after adjusting for inflation, the welfare state 
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went up almost every single year with one exception. It is not a re- 
cession that is making spending go up. It is the fact that you have 
one program piled after another. You have enlarging entitlements 
that are taking an ever larger share of the population. We now 
have 1 out of 7 children on AFDC, 1 out of 10 people in the United 
States on food stamps. We are bringing more and more of the U.S. 
population tinder the umbrella of these antipoverty programs. 

Mr. Shaw. I can readily see why you are seated at each end of 
the panel. Mr. Horowitz, would you comment on one thing for me 
please, and that is what would the effect of continuing this as an 
entitlement be if we have a balanced budget amendment. It seems 
to me in just looking at this that they are inconsistent, that you 
can’t put these programs on autopilot if you are going to be con- 
strained by a balanced budget amendment. 

Mr. Horowitz. Well, as I have indicated, Mr. Chairman, when 
government and spending is on autopilot, it is a threat not just to 
the welfare system but to democracy as a whole, for spending to 
grow as it does when government grows by itself untouched by 
human hands. 

But the point I want to make, Mr. Chairman, is, yes, it is a fiscal 
nightmare to have entitlements exploding. But I think the larger 
point is the point that Mr. Rector made. Which is that exploding 
welfare spending has created terrible consequences, and that its 
record over the last 30 years would be terrible even if we had had 
all the money in the world. 

So I think it is wrong to put welfare on an entitlement basis. You 
become democratically irresponsible to put it on an entitlement 
basis. It is wrong in dealing with policy-sensitive welfare people, 
entirely aside from the fiscal issues, to allow the program essen- 
tially never to change and have clear bias against change. And the 
more we have entitlements, which are focused in particular com- 
mittees, the more we also have the “tragedy of the commons” which 
my prepared remarks addressed. 

Each committee has to worry about its constituency and its pro- 
gram and overall spending is not looked at by a single committee. 
That has been the cause of fiscal tragedy over the last 20 years. 
In fact, it was a tragedy between the 1890s and 1921. Until we got 
budget acts, each single committee had its own programs and its 
own appropriations and each agency submitted its special budget 
to those committees. That is an entitlement world, in effect. I could 
cite from Woodrow Wilson’s State of the Union speech where he 
said that kind of government is utterly destructive. And the special 
committee which looked at the Budget Act in 1919 said, look, indi- 
vidual committees of Congress, you are going to lose some power 
but there is a common good here. 

So I think in any world, but particularly in a world of the bal- 
anced budget amendment, we have got to look aside from entitle- 
ments. Entitlements are bad. But they are the worst in welfare 
where we need to take a fresh look every year to see how those pro- 
grams are doing, so as to make the shifts operate with as much 
flexibility as possible. 

Can I make one other point to Mr. Greenstein. 

Mr. Shaw. Yes, please. 
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Mr. Horowitz. I think implicit in what Mr. Greenstein is also 
saying is unless you have it on autopilot, why nasty legislators will 
kick the poor at their hour of worst need. The record is precisely 
the opposite of that. I have seen you in debates in less formal set- 
tings than this, Mr. Greenstein; you didn’t come far from making 
that point. 

Mr. Shaw. Let the record reflect Mr. Greenstein is protesting 
your statement as you testify. 

Mr. Horowitz. The record, as one looks at it, discretionary 
spending on low-income programs has gone up as rapidly on an- 
nual budget appropriations as have entitlements. Every Member 
here sees it 

Mr. Shaw. Mr. Horowitz. I think you have more than responded. 

Mr. English. Mr. Ford. 

Mr. Ford. Mr. Chairman, is it possible to give Mr. Greenstein 
just a second or two to respond to the other two witnesses. 

Mr. Shaw. I think they were responding to him. If you would like 
to proceed 1 minute, Mr. Greenstein, I am sure that the others will 
allow some time for that pu^ose. Now, let us go on in the orderly 
process because I used my time to give Mr. Rector time to respond, 
and I am sure some of the Members will be equally generous. If 
they are not, I will make time at the end of all the questions. 

Mr. English. 

Mr. English. Thank you, Mr. Chairman. 

Dr. Olasky, prior to the evolution of the modem welfare state, 
what was the approach taken to work illegitimacy and other issues 
of moral behavior by those who ran charitable institutions that pro- 
vided services to the indigent? 

Mr. Olasky. Well, they understood that just material help would 
not do it, they had to challenge people on values, that at times life- 
styles had to change. They did not beUeve in one size fits all. They 
realized that you take a couple of people with the same material 
circumstances, one may need a pat on the back and some encour- 
agement and material help, another may really need a push. And 
so they had different behaviors for different types of value prob- 
lems. 

Mr. English. Thank you. 

Mr. Horowitz, in assessing a variety of proposals to return fund- 
ing and program authority to the States, some have expressed the 
concern that Governors may not pass on funds and flexibility to 
cities and counties. In your view, what steps can be taken to pre- 
vent this? 

Mr. Horowitz. Well, I think it is going to be a subject of very 
sticky negotiations, but I would say this: One of the real 
handmaidens over the years of the collapse of federalism have been 
the big city mayors who found it easier to come to Washington and 
b 3 q}ass the States. I think this has been destructive to the flexibil- 
ity of the system as a whole. 

I also think that mayors may have had a point 20 years ago 
when State governments were less professional than they are 
today. So I do think that a level of protection may have been nec- 
essary, but I would say that, on the whole, I trust the States to be 
fair arenas in which the cities can give as good as they get, duking 
it out with other groups. 
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I think we also now have a welfare program not going to the 
poor, the Great Society welfare programs are money that goes to 
the rich people who deliver services, so they have got plenty of 
muscle as well to have their program needs met. I think States can 
handle the matter. I would say maybe some measure of municipal 
protection, but nothing of the sort that was talked about 10, 20 
years ago. Let the States be the battlegrounds and I think all sides 
can favorably be heard. 

Mr. English. Thank you. Mr. Horowitz, in your testimony, you 
made some interesting points. After you had been in the Federal 
Government, the Congress had a tendency to take block grant pro- 
grams and then gradually add entitlements to them and there was 
kind of an entitlement creep. 

I was wondering if you could amplify on that and also expand on 
your view of why there should be a procedural point of order 
against new entitlements built into any welfare reform proposal 
that is passed. 

Mr. Horowitz. Mr. English, I may have misspoke. I didn’t mean 
it is an entitlement creep, I meant it is a categorical creep. 

Mr. English. I am sony, that is what I meant. 

Mr. Horowitz. What happened, we took lots of programs, we put 
them into block grant programs, we reduced the regulations on 
those programs. As I remember, we battled. Indeed we had the bat- 
tle, as I said, with the Governors to reduce the Federal regulations 
in some cases from thousands of pages to handfuls of pages. We de- 
clared a revolution achieved. There was a hiccup period, that is all, 
and then before long. Members of Congress wanted to start their 
own new categorical programs. 

Committees got bored not having action and not doing new 
things, so we began to recategoricalize once again on top of the 
block grants. That is the sort of thing I think we need to avoid. We 
cannot have block grants of our existing, overlapping programs 
that Rector has talked about, and then declare victory. Because, if 
history is any guide, in 10 years we will have 300 new ones. And 
I think if we make the judgment to devolve these areas into the 
States, we ought at the Federal level to have real ways of making 
it stick. 

Mr. English. Thank you. Theink you, Mr. Chairman. 

Mr. Shaw. Thank you. 

Mrs. Kennelly. 

Mrs. Kennelly. A question. We are going to be right back here 
next week with hearings on welfare reform so we are going to begin 
with the marriage penalty. And Mr. Greenstein, because of the 
work you have done on the earned income tax credit, could I ask 
you to comment on the Speaker’s request that the Congress should 
try to ehminate the marriage penalty in the earned income tax 
credit? 

Mr. Greenstein. Well, I think this is a worthy thing to look at 
and clearly we need to look at marriage penalties wherever they 
exist, but I think we need to be very careful and this is a com- 
plicated situation. 

If you have a program that is means tested, people above a cer- 
tain income level, aren’t eligible, then you automatically have cer- 
tain kinds of disincentives in it. As yoxu" income goes up, your bene- 
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fit goes down. Two people marry, their combined income is higher. 
You work more and you earn more, your benefit goes down. 

A question that we always have to face in a means-tested pro- 
gram is how to design it to control costs and mini mize disincentives 
at the same time, and sometimes those things are in conflict. If you 
take the earned income credit, there is a part of the earned income 
credit income spectrum where there is a marriage penalty. 

But the example the Speaker gave is one that would apply in 
that extreme form to only a very small number of cases. His exam- 
ple involved a mother with two children and a father who is the 
custodial parent who himself is living with two children, they are 
both at about $11,000 a year and the question is whether they 
married. For them, yes, there is a significant marriage penalty in 
the earned income credit but there aren’t veiy many cases like 
that. As you know, most children live with their mothers not their 
fathers. 

There is a part of the earned income credit structure where there 
is a marriage benefit now where it rewards marriage. Here is 
where you have a welfare mother with children and she doesn’t 
work. There is a guy she is seeing who is a low-wage worker and 
he doesn’t have children. 

If she marries him, she loses her welfare and she loses Medicaid 
for herself and perhaps for some of her children. That is a disincen- 
tive to marriage. That is a problem with the welfare system today. 
The earned income credit helps because when she marries him, 
while she loses her welfare, they as a married working couple with 
children are now eligible for the EITC and it offsets the loss in wel- 
fare. 

Who am I more worried about? The two single parents, one male, 
one female. They each have two kids. They are going to marry each 
other. They are both working and they earn $11,000. Or that wel- 
fare mother I want to get off welfare. The area where it is a mar- 
riage bonus is at least as important as the area where it is a mar- 
riage penalty, so it is complicated. 

But there is one other key point. How would you reduce the mar- 
riage penalty in the EITC? There is really only one way to do it 
that I laiow of at this point. You would have to significantly lower 
the earned income credit for single peirents and raise it for two- 
parent families. What that would mean is that while you would be 
reducing the marriage penalty, you would be reducing the work in- 
centive, too. You would be reducing the incentive for a mother to 
work her way off welfare because that single mother on welfare, if 
she worked and got off of welfare, she would get a much smaller 
EITC than she is eligible for today. We want to make her better 
off if she works than if she is on welfare. This would go in the 
wrong direction. We ease one disincentive, we increase another dis- 
incentive. 

And there is one final problem. If you raise the EITC for fami- 
lies, married families, you have to raise the income limit at which 
they quahfy for the EITC. If you give them a bigger EIC and you 
keep the income limit at the same point, you have to take so much 
away from them as they earn each additional dollar that you give 
them a work disincentive. 



126 


The EITC is already going to go up to $28,000, $29,000 a year. 
You want to fix the marriage penalty in that way you are talking 
about, maybe people up around $35,000 or more would be eligible. 
There are a hell of a lot of people around $35,000, and to pay for 
it, you have to cut even lower in the EITC for that single working 
mother. So I am very concerned about getting people to work their 
way off welfare. 

I am concerned about that marriage penalty, too. But we have 
got to be careful that we don’t do more harm than good. And a 
number of us looked at this problem in 1993 and we didn’t like the 
marriage penalty that was in there but we thought that the alter- 
natives would cause more problems and that, on balance, this was 
a good structure. It has a marriage bonus at the bottom and, most 
important, is the incentive for people to work their way off welfare. 

Mrs. Kennelly. Thank you. 

Mr. Shaw. Ms. Dunn vdll inquire. 

Ms. Dunn. Thank you, Mr. Chairman. 

Dr. Olasky, I want to tell you how pleased I am to hear your 
comments about volunteerism. As a member of President Reagan’s 
Advisory Council on Voluntary Services in the first part of the 
eighties, I just want you to know that — and that as a result of a 
career of volunteerism — I want you to know that I think that is an 
underrespected way of doing business, and anything we can do now 
to increase the respect for volunteerism, the results of their work, 
I think, will add to what we can produce on the nongovernment 
funded side of the ledger. 

Mr. Rector, I wanted to ask you a question. You offered earlier 
to give us some thoughts and I would like to take you up on your 
thought to tell us how we can control spending, Medicaid spending 
without shifting costs to the poor or undermining our support for 
the poor, because I think there are many of us, certainly most of 
us on this panel, who would agree with Dr. Olasky’s discussion 
about compassion, that there needs to be something provided but 
that we can do it more effectively and with greater positive incen- 
tives. 

Mr. Rector. I would say that what we ought to do is simply ac- 
cept a goal as a Nation when you look at the projected cost in- 
creases and so forth of limiting the growth in welfare spending to 
inflation. When people criticize the Contract and say kids will be 
dropped in the streets and so forth, there is an underlying empiri- 
cal assumption that we are going to have an ever-increasing num- 
ber of people on welfare in the future, and if we don’t simply accept 
that and have entitlements grow to match that, that somehow kids 
are going to be jeopardized. 

what I would say is, the best thing we can do in terms of cost 
containment, is simply to take the bulk of the means-tested pro- 
grams listed in the Talent bill which I think is the bill that goes 
farthest in this direction, and put them all into one block grant to 
the States and allow that grant to grow at the rate of inflation. 
Thus, we would be spending about the same amount as we are now 
in the future. 

We are assuming that you at the State level can find a way to 
change things so you are not going to have an ever-increasing pop- 
ulation on welfare. You will have the same basic level of population 
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on welfare you have now. We will let you have money increased at 
the rate of inflation. 

I would do the shme thing with Medicaid. The huge explosive 
growth in Medicaid is that we have these open-ended entitlements 
in which the criteria for eligibility is expanded each and every year. 

I would say with Medicaid, let’s take what we spent last year, give 
it as a block grant to the State, allow it to increase at the rate of 
medical inflation. 

If you do those two things together, two block grants, one for 
Medicaid, one for the rest of the means-tested programs, allow 
them both not to be cut but to grow at the rate of inflation, you 
are talking about $75 billion of savings off of the baseline in 5 
years on the nonmedical, and about another $75 billion of savings 
on the Medicaid — $150 billion of savings. And that is savings off 
the CBO baselines which I would suggest to you, in my experience, 
have always been quite low and in fact underestimate the rate of 
growth that we can expect on these entitlement programs. 

So let’s make block grants. Let’s create a series of conditions 
where we can enable the Governors to constrain the rate of growth 
of the poptilation on welfare. I don’t believe, however, that we 
should simply give, as Congressman Levin indicated, the gasoline 
and then get out of the car and let them drive. If the Governors 
want to have blanket authority with no responsibihty, then what 
we should do in that respect is simply eliminate all these Federal 
programs, give the money back to the taxpaying households of 
Michigan or whatever, which would amount to about $2,500 of tax 
rebate per household. 

To get rid of all the Federal means-tested programs, give it back 
to the taxpayers of the State and then let Governor Engler or Gov- 
ernor Thompson, or whatever, put that money back that is in the 
hands of the taxpayers and spend it on their own programs. That 
is true federalism where the Governors raise the money and spend 
the money. 

If you are raising the money up here, I think that you have to 
have, not micromanagement, but macromanagement, general prin- 
ciples about how Federal money is going to be spent. The money 
needs to be spent to promote marriage and self-sufficiency, not de- 
pendence and illegitimacy. I think if you are raising the money, 
you have the obligation to insist on those general moral principles. 

Ms. Dunn. Thank you. 

Mr. Shaw. Mr. Levin will inquire. 

Mr. Levin. Thank you. It is lunchtime. But let’s finish up. You 
know, this has been an interesting day. I do think all of us want 
to check our facts. Mr. Rector, you have repeated a number of 
times, I think, one formulation was as soon as the war on poverty 
began, the drop in poverty came to an end. 

I wouldn’t for 1 minute defend every program that was inaugu- 
rated in the mid to later sixties, but I don’t think your chart shows 
that. The drop in poverty, as I read your chart, continued through 
the early seventies and began to go up again. 

Mr. Rector. What the chart shows is that the drop 

Mr. Levin. I mean it is right there. 

Mr. Rector. It is also available on, basically, page 5. 
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Mr. Levin. I know, but that is a little hard to read. That is clear, 
it seems to me as I see it, 1965, and you can check here, it is 15 
percent, and then it continued down, leveled off but then continued 
down until it looks like 1973 or 1974. 

So my only suggestion is, as we debate this, exaggeration is an 
enemy and 1 think for you to say and I took your words, as soon 
as the war on poverty began, the drop in poverty came to an end, 
I don’t think is true in your own chart; is it? 

Mr. Rector. What I would say is that if you look carefully at the 
chart, what happens is that roughly from 1966 through 1970, that 
the rate of decrease slows down dramatically. It is also difficult to 
define exactly when the war on poverty started. 

Congressman, the real program started to kick in around 1968. 
So what you would see is that there in between, say 1965 and 
1970, that the spending starts to go up. We add on a National Food 
Stamp Program in 1968, I believe. Medicaid comes on as the na- 
tional program in these years. The spending starts to kick up be- 
tween 1965 and 1970. 

And you see things in real life don’t immediately stop. You see 
the curve slowing down and then basically, from 1970 on, you have 
a leveling off. It jumps up a little bit or goes down a little bit de- 
pending upon whether you are in a recession and then from the 
midseventies on it starts to go up again. 

Mr. Levin. All right, look. All I am saying is I think it is not ac- 
curate to say, as soon as the war on poverty began, the rate — the 
decrease in the rate of poverty 

Mr. Rector. Three years after 1965 the progress basically comes 
to a stop when the major war on poverty programs come into effect. 
There were very few programs that were implemented at the exact 
point at which Lyndon Johnson 

Mr. Levin. I fully understand that. I think Mr. Greenstein want- 
ed to say something. 

Mr. Greenstein. I think this whole discussion is oflbase, I will 
;ell you whether they are liberal or conservative, there are very few 
( iconomists who would subscribe to this analysis. During the period 
i hat poverty is going way down, we had a booming economy. We 
^ad rapid rate growth. We had high rates of productivity growth. 

The very point on that chart where poverty stops going down, 
around 1973, this has been written by economists of all persua- 
5 ions, is the point at which wage stagnation sets in and productiv- 
ity growth in this country stops growing forward at a substantial 
rate. 

Wages are a very substantial factor here. You go to Wall Street 
i nd ask people if they think the Food Stamp Program or the AFDC 
Program rather than trends in the international economy and oth- 
( rs are the reasons for the 20-year slowdown in the rate of produc- 
fivity ^owth in the U.S. economy. People will look at you like you 
ere a little bit offbase. These are fundamental issues that relate to 
nhe larger economy. 

If you could just look at things like the fact in 1979, 12 percent 
of full-time, year-round workers not on welfare were earning a 
\yage too low to lift a family of four out of poverty. It is now up 
over 16 percent. You can look at the percentage of families with 
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children where the head of the household works that are poor. It 
is higher now than it was then. 

Wages are not growing the way they did. Take the middle class. 
Median income. People with the median income, right in the mid- 
dle of the society, aren’t on welfare. The median income in this 
covmtry rose rapidly during the period that the poverty goes down 
and it is generally stagnated during the period that poverty 
stopped going up. 

The general analysis of this is that it is not primarily war on 
poverty programs, that had it not been for things like expansion in 
SSI, the poverty rate would have gone up more. The poverty rate 
primarily tracks the economy. It is pushed up more by more single- 
parent families. It is pushed down a bit when cash benefits go up 
but the single most dominant factor is the strength of the U.S. 
economy and what it is doing for wages and emplo 3 Tnent, especially 
at the bottom of the income spectnun. And to pretend that the pri- 
mary factor is not economic really is to ignore most of the work in 
the field. 

Mr. Levin. Well, my time is up. I don’t think we are going to re- 
solve this today. I think it is important to stick to the facts. Thank 
you. 

Mr. Shaw. OK. Mr. Ensign. 

Mr. Ensign. Thank you, Mr. Chairman. 

Mr. Greenstein, you would agree, or maybe you state your opin- 
ion from some of your earlier comments, that you feel that the wel- 
fare system as it currently works doesn’t work, yes? 

Mr. Greenstein. I would say the welfare system as it currently 
works does some things — performs some positive functions but also 
causes some real problems. 

Mr. Ensign. Do you think that the illegitimacy rate in this coun- 
try has gone up in any small part due to the welfare state? 

Mr. Greenstein. This is a matter on which there is a great deal 
of research and the 

Mr. Ensign. What is your opinion on that? 

Mr. Greenstein. My opinion is that the bulk of the reseeu-ch is, 
which is that there may be an effect from welfare here, but if there 
is, it is relatively modest. We find illegitimacy rates rising as rap- 
idly among women with more education, people in other countries 
with different social welfare systems. In particular, I would note 
that if AFDC were the driving factor, then we would have expected 
as AFDC benefit eroded, as they have in the last 10 or 20 years, 
then rates of out-of-wedlock births would have slowed or gone down 
and they didn’t. Yes, I think there may be some effect. But if there 
is, it is relatively modest. 

Mr. Ensign. Since the sixties and this whole war on poverty 
started and the Great Society programs, with these statistics on 
crime, illegitimacy, educational performance, does it — I mean, does 
it seem to have any kind of causal effect, first of all, to you that 
maybe what we have been doing here from Washington has been 
part of the problem? 

Mr. Greenstein. Let me just say on educational statistics, the 
proportion of the low-income population that has a high school di- 
ploma, college degrees, have gone up very sharply. 
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Mr. Ensign. So you think that people are doing better in edu- 
cation today than they did 30 years ago, the poor community? 

Mr. Greenstein. Let me be very clear. I think that a lot of 
schools in the poor community are horrible and it is a national dis- 
grace. But I am saying it is a complex situation, that it is also true 
if you look, for example, at single mothers, the proportion of single 
mothers who have graduated from high school is now nearly twice 
as high as it was in the sixties. 

We have mixed developments there. The single development that 
clearly is negative is this large increase in the proportion of births 
that are out of wedlock. That is highly negative. I think it is as 
negative as you think it is negative. All that I am saying is, I do 
not think, and the research doesn’t support, that the major cause 
of it is the welfare system. 

The major causes of it, I think, are that there are a lot of the 
cultimal developments, whether it is the rate of divorce among mid- 
dle-income families, the rate of divorce among low-income families. 
We have — ^you look at the proportion of women who are college edu- 
cated who give out-of-wedlock births, it was virtually unheard of 20 
years ago. While it is still small at the bottom, it is growing rap- 
idly. 

We want 

Mr. Ensign. Hold on 1 second. I control the time here. 

One other point you made earlier, and this point has been 
brought up several times during the hearings in the last few years, 
and that is this part about if caps had been put on, the States 
would have less money to do things. Do you thiri that the last few 
years we have had these increases because we did not have those 
caps? If those caps would have been put on, do you think that this 
body — and we all agree welfare reform needs to take place — do you 
think that this body may have taken steps earlier than this if those 
caps had been put on. Would those caps have been terrible if we 
would have put those on? 

Mr. Greenstein. No, not necessarily. Let me be clear. I don’t 
think this is a question of open-ended autopilot or a block grant. 
We have a process that, in my view, we should use more which is 
the budget reconciliation process. I was one of the members of the 
Entitlement Commission who was disappointed that we didn’t 
reach consensus on that commission and who was ready to vote for 
some tough changes in entitlement programs that wouldn’t have 
been very popular. 

The reconciliation process is one we can do that through. My con- 
cern is, if you think a given program is going to cost too much in 
future years, change who is eligible. Change the benefit levels. But 
what I would argue against is making a change whereby if a reces- 
sion hits, we can’t serve the working families that lose their jobs 
and a change where we have too little money in one State and too 
much money in another State because we have a formula that 
doesn’t match need. 

I think the question is, you determine what path you want to be 
on when you pass a budget resolution. You think entitlements cost 
too much? F*ut a reconciliation structure on it including one into 
the Ways and Means Committee. It has worked in the past, it can 
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work again. It is just in the past we have only done that every, you 
know, odd number of years. 

If you have a moral pressure to reduce the deficit, you can’t do 
a reconciliation bill every year — ^you can do a reconciliation bill 
every year, but the question is not to have this problem in reces- 
sions and not to misallocate means among States. 

Mr. Ensign. My time is up, Mr. Chairman. Thank you. 

Thank you to ail the other speakers. 

Mr. Shaw. Thank you. And I thank this panel and the other two 
panels for a hearing that is very fruitful. 

I would like to make one quick comment with regard to the enti- 
tlement versus block grant issue. It doesn’t necessarily have to be 
either/or. We have got a model to draw from with unemployment 
compensation. You can have basic yearly supplements, yearly ap- 
propriations that can be made and then you can put an emergency 
fund on top of it which would automatically trigger, so I don’t see 
this as something that we have to do all one way or the other. 

I think we can come up with a hybrid because I do believe very 
strongly, as Mr. Horowitz and others have pointed out, that the 
democratic process does require us to look at these programs every 
year. By our looking at them, and deciding what to do with them, 
I think certainly reinforces congressional responsibility. 

I want to thank the Members for their attendance today. It was 
100-percent attendance. I know we have lost a few as the afternoon 
has drawn on. But I think this is one of the finest Subcommittee 
hearings that I have ever been to and I think if there is one thing 
that has come out of this hearing it is that we certainly do share 
more points of agreement than disagreement. 

And I am really wowed by the fact that I feel certain that we are 
going to be able to report out a bill that is going to have majority 
support from both parties. Thank you. 

Mr. Greenstein. Mr. Chairman, could I just have 30 seconds, 
about 1 minute. Maybe I can make a further area of agreement. 

Mr. Shaw. Proceed. 

Mr. Greenstein. Simply on this chart over here, what it shows 
and these are the 

Mr. Shaw. Don’t say anything that Mr. Rector is going to have 
to reply to. 

Mr. Greenstein. I am not sure he will disagree. This chart 
shows that Medicaid spending is projected to rise rapidly. Other 
entitlements driven by Medicare and Social Security, those are the 
two that are projected to rise. 

Let me be very clear, and maybe I didn’t state it precisely 
enough earlier, non-means-tested entitlements other than Medic- 
aid, the long range CBO forecast from the year 2000 out through 
2030 is that they are either flat or slightly declining as a percent- 
age of GDP. 

Mr. Rector is correct that if you do all means-tested entitlements, 
including Medicaid, then it is up. If you separate them out, Medic- 
aid goes up sharply, the rest of them are pretty flat. 

That is all I wanted to clarify. 

Mr. Shaw. Thank you. We stand adjovumed. 

[Whereupon, at 1:49 p.m., the hearing was adjourned, to recon- 
vene at 10 a.m, Friday, January 20, 1995.] 
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House of Representatives, 

Committee on Ways and Means, 
Subcommittee on Human Resources, 

Washington, DC. 

The Subcommittee met, pursuant to call, at 10 a.m., in room 
1100, Longworth House Office Building, Hon. E. Clay Shaw, Jr. 
(Chairman of the Subcommittee) presiding. 

Chairman Shaw. Good morning and welcome to the second hear- 
ing of the Subcommittee of the 104th Congress. As is our custom, 
we are only going to have one opening statement from either side. 

Congressman Ford has asked that he be able to yield 1 minute 
to Mr. Levin, and I have agreed. But to give the majority opening 
statement this morning will be Dave Camp from the State of 
Michigan. David. 

Mr. Camp. Thank you, Mr. Chairman. I thank you for jdelding. 
This morning we wiU discuss a ve^ important issue, the quickly 
spiraling rates of out-of-wedlock births. We as a Nation have to 
find a way to stop this problem. Our intent is to stop the cycle that 
leads so many families into poverty. 

Working together we can accomplish this and forge a new future 
for our cluldren. We want to help feuniUes find opportunity and be- 
come self-reliant, not reliant on government. Illegitimacy is a social 
catastrophe. As today’s hearing will demonstrate, there is a good 
reason to judge the Nation’s soaring out-of-wedlock birth rate as 
the leading domestic issue of our times. 

Here is why: As shown by the superb charts prepared by Ruth 
Wasem and her colleagues at the Congressional Research l^rvice, 
rates of illegitimacy are spiraling out of control. This chart shows 
the rise of out-of-wedlock births among both African-Americans and 
whites. For African-Americans, we have reached the almost incom- 
prehensible level of 7 out of 10 children bom outside marriage. For 
whites, if current trends continue, one of four children will soon be 
bom outside marriage, and the rate is growing faster for whites 
than African-Americans. 

The consequences of illegitimacy can be summarized in one word: 
Disaster. As shown in the material we have given to Members of 
the Committee, children Uving in households headed by a never- 
married mother are nearly eight times as Ukely to be poor as chil- 
dren Uving in two-peirent families. 

In addition, children living in households headed by a never- 
married mother are more than 10 times as likely to receive cash 
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welfare as children in two-parent families. Differences of this mag- 
nitude between groups of Americans are extremely rare. 

With the help of prominent conservative thinkers, several of 
whom will testify today, Republicans have succeeded in drawing 
the Nation’s attention to the magnitude of the illegitimacy crisis. 
Millions of Americans now understand that out-of-wedlock births 
are at the center of a tangle of social pathologies, including school 
dropout, welfare use, unemployment, drug addiction and crime. 

We have also succeeded in getting most people to agree that ille- 
gitimacy is bad for children and that such behavior by parents is 
irresponsible. Republicans want to lead the Nation to take the next 
two steps. We want to send a strong signal from the Federal Gov- 
ernment that taxpayers are no longer willing to provide a com- 
prehensive package of public benefits to young men and women 
who violate social convention by having children they cannot sup- 
port. 

Specifically, we want to reduce the size of the welfare package 
that the Nation’s taxpayers provide to these teens. Rather than the 
standard package of cash, food stamps, and medical care, we want 
to limit benefits to include just food stamps and medical care, while 
block granting to the States the cash portion for State-developed 
programs. 

In addition, we want to prevent the incentive for young mothers 
to establish their own households. By removing cash and housing 
benefits, we will send a clear signal that society is cutting back on 
the rewards it now provides for irresponsible behavior. 

We realize that some will criticize us for ending cash benefits to 
these mothers and children, so be it. A most fundamental principle 
of human behavior accepted by almost all reasonable people is that 
if you reward something, you get more of it. 

Federal policy now rewards the formation of never-married fami- 
lies. We intend to reduce the size of the reward. Second, we want 
to fundamentally change the rules of welfare so that States are 
given the flexibility they need to attack this problem. Some States 
will try special programs to counsel, educate, or train these moth- 
ers. Some States will emphasize making young fathers work. Some 
States in cooperation with local charities will require young moth- 
ers to hve in group homes where they can receive the help they 
need to become good parents and independent earners. 

As individual States and local governments develop policies that 
work. Confess will help show other States and cities how they did 
it. We believe this two-part strategy will reverse the devastating 
rise of out-of-wedlock births. 

It is not compassionate to continue a policy that lures yoimg 
mothers and fathers into creating a family they cannot support and 
cast millions of American babies into lives of poverty and destitu- 
tion. Let’s reduce the Federal subsidies for irresponsible behavior, 
and in so doing, we will begin to break the cycle of poverty that 
is passed from one generation to the next. That would be the 
kindest policy of all. 

Thank you. 

Chairman Shaw. Thank you, Mr. Camp. 

Mr. Ford of Tennessee. 
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Mr. Ford. Thank you very much, Mr. Chairman. Mr. Chairman, 
the issue that we are addressing today, welfare dependency and 
the rise of out-of-wedlock births cries for our attention and for a 
humane and responsible solution. 

What this bill does is to take a group of American children and 
say that because of the circumstances of their birth, that they will 
be denied the assistance available provided to other Americans. 
This is wrong and shortsighted. We, as a Nation, have a respon- 
sibility to take care of every child in America, to ensure that every 
child in this country grows up healthy and ready to learn. 

I have heard that this bill would hurt children and that a gen- 
eration of children might have to be sacrificed. This is not accept- 
able. In the wealthiest, most powerful Nation in the world, we 
should not sacrifice any child. Virile it is wrong to have a child you 
are not equipped to care for, it is morally bankrupt for a Nation 
to turn its back on children. 

In June 1994, a group of 76 highly respected scholars and re- 
searchers in the area of poverty, labor market, family structure, 
and representing diverse political viewpoints, institutions and dis- 
ciplines, concluded in a statement on welfare and out-of-wedlock 
childbearing that welfare programs are not among the primary rea- 
sons for the rising number of out-of-wedlock births, but poverty 
does harm children, it deprives them of fundamental needs nec- 
essary for their growth and development as young adolescents. 

We need enlightened public policies which will address the social 
immune systems of our communities, policies which strengthen 
families and neighborhoods and provide safety nets against harsh 
realities of everyday life for Americans who live in poverty and dis- 
tress in this Nation. 

We don’t believe that the solution to this problem is to make chil- 
dren born out of these mothers forever ineligible for government 
assistance. We think the solution is to make sure that the teens 
stay at home under the supervision of responsible adults and to 
learn to raise their children right. 

In fact, 90 percent of teenagers who are currently on AFDC do 
not live with another adult — 3o live with another adult relative, 
but only 10 percent, which is 32,000, who cannot and should not 
live at home. We think the solution is to put them in a residential 
home with their children, teach them parental skills, provide the 
children with early education. Head Start, and to make sure the 
mothers stay in school. But you don’t take infants away from their 
mothers and put them in institutions. 

Mr. Chairman, I would like to say that President Clinton de- 
serves particular credit for placing this issue squarely on the Amer- 
ican radar screen. Our task is to work together to make certain 
that both parents are expected and able to support and nurture 
their children. It is equally important that the children born to 
these young parents not be punished for their parent’s mistakes. 
They are blameless in our society, and I look forward to the testi- 
mony today before the witnesses who are on this panel and other 
panels. 

However, Mr. Chairman, I know that we spoke earlier before this 
Committee session, I do want to express to you my profound dis- 
appointment with today’s witness list. When you and I met last 
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week, I understood that the Democrats would be able to name one 
witness for each panel. We recommended Rebecca Blank who will 
testify on the second panel as a part of the first panel today. Her 
credentials on the issue of out-of-wedlock births are impeccable, 
and I look forward to a healthy discussion today, but, Mr. Chair- 
man, we certainly as Democrats on this Committee look forward to 
having full participation with all of the witnesses who will be testi- 
fying before this Committee. 

[The prepared statement follows;] 
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OPENING REMARKS 
OF THE HONORABLE HAROLD E. FORD 

House of Representatives 
Committee on Ways and Means 
Subcommittee on Human Resources 

Hearing on Illegitimacy and Welfare 

Friday - January 20, 1995 

In America the time has come for us to construct public policy which 
demonstrates support and caring for America’s children and their families, including 
those who are having babies out of wedlock. They are all our children. There are no 
illegitimate children in our nation. We do not need to create another group of outcasts. 
All children need opportunities to develop socially, culturally, educationally, physically 
and culturally. 

Yes, it is time for us to reform a welfare system created to serve previous 
generations of Americans. It was not designed to address the complex and vexing 
problems of our times, especially the rising rates of out-of-wedlock childbearing, the high 
incidence of poverty and welfare among single-parent families. The public welfare system 
in America was not designed to address the serious problems of the poor, including those 
who are teenagers with young babies. 

The War on Poverty and other programs of the 1960s and 1970s were not 
sufficient to overcome the profound effects of poverty on minority citizens. What we 
have inherited is a public assistance program, largely AFDC, which does not adeqt^tely 
deal with poor Americans. We provided security for working Americans in the Soaal 
Security Act, but we did not address the problems of the poor. 

Poverty, poor education, unemployment, inherited disadvantage, low aspirations 
and school achievement are some of the important conditions which the best social 
science research has demonstrated as having strong relationships with out-of-wedlock 
child bearing. 

The Republican Personal Responsibility Act has numerous provisions that would 
deny welfare benefits to poor children and their families. These provisions include: 

o the denial of housing and cash assistance to families in which a child was bom to 

a young unmarried mother before her eighteenth birthday, 

o the denial of assistance to children for whom paternity has not been established. 
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o and other child exclusion and time limit provisions. 

Advocates of these measure argue that the most Draconian steps are justified 
because welfare is a primary cause of out-of-wedlock childbearing by adolescents. This 
argument is based on the view that ending welfare for these children will significantly 
reduce out-of-wedlock childbearing. 

In June, 1994 a group of 76 highly respected scholars and researchers in the areas 
of poverty, the labor market and family structure and representing diverse political 
viewpoints, institutions and disciplines concluded in a statement on welfare and out-of- 
wedlock childbearing that welfare programs are "not among the primary reasons for the 
rising number of out-of-wedlock births.” But poverty does harm children. It deprives 
them of fundamental needs necessary for their growth and development as young 
adolescents. 

Rather than focus the debate in a negative way, why can we not do as our friends 
in Western Europe, that is, pay greater attention to the developmental needs of our 
children and their families, starting at very early ages. The needs of teenagers, those who 
have never given birth and those have, face immense challenges. A developmental 
perspective addresses the problem of teen pregnancy. This perspective includes a 
preventive and remedial response to teen pregnancy. 

We need enlightened public policies which will address the social immune systems 
of our communities; policies which strengthen families and neighborhoods and provide 
safety nets against the harsh realities of every day life for Americans who live in poverty 
and distress. 

Head Start works from a developmental perspective. Head Start provides holistic 
intervention. Head Start and programs like it demonstrate effectiveness of strong 
community and family social immune systems which serve as buffers against teen 
pregnancy and other social ills of our society. 

We must curb teen pregnancy by instituting comprehensive approaches which 
address the complexities of adolescent development, and strengthen family and 
community support systems. We must pursue changes in our public welfare policies 
which will increase economic opportunities for youth and provide employment for 
parents so they can leave welfare and poverty and move into the workforce. Rather than 
blame the individual, we must couple individual responsibility with community 
responsibility and support. 

Mr. Chairman, our responsibility, in fact our duty as crafters of welfare reform 
legislation is to demonstrate that we care about this nation’s children and we will support 
their development and well-being. We have a responsibility not to punish them or give 
up on them, but to invest in their future. 
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Mr. Levin. Will the gentleman yield briefly? 

Mr. Ford. I will be happy to yield to my colleague. 

Mr. Levin. I appreciate you doing that and the indulgence of the 
Chair. I would just like to say a very brief word about the impres- 
sion I had reading over the testimony last night. 

As I did so, I had a couple of impressions. First of all, I think 
it is something we all agree on that out-of-wedlock births are in- 
deed a serious, I think a grave social problem. Second, it is a mat- 
ter of concern to all of us, to all of us. And third, as I read the testi- 
mony, it seemed to me that there might be more room for common 
ground here than some think. 

I would just urge as we tackle this vital issue that we not fall 
into easy polarization, that we look for common ground here, not 
for tactical advantage. I see no reason at all for this to be a liberal, 
moderate, or conservative issue. 

I think one other point that came through, especially in Professor 
Lour^s testimony, let’s also not oversimplify this issue. I think this 
is a warning that we should all keep very much in mind. This is 
an issue that cries out for our attention. It is so serious that it cries 
out for our serious attention, and, if possible, for an answer that 
cuts across some of the traditional lines and bipartisan lines. 

Thank you for yielding. 

Mr. R^GEL. Mr. Chairman, I know the rules. But you and I 
have worked together for so long, therefore could I ask for unani- 
mous consent to make a short statement? 

Chairman Shaw. I had asked Mr. Ford. Are there any other 
Members that want to make a short statement or otherwise? I will 
go ahead and allow that, but before you do, I will take the privilege 
of responding to a couple of comments that Mr. Ford made with re- 
gard to the way that we have set up this hearing. 

Mr. Rangel. Mr. Chairman, if you would yield, my short state- 
ment would deal with that, and perhaps you would let me make 
one statement. 

Chairman Shaw. I would like to go ahead and make a brief 
statement. As the Democrats did when they were in the majority, 
I must retain the control of the schedule. 

Mr. Ford misunderstood if he thought I said that each panel was 
going to have a witness who was selected by the minority. That 
agreement was never made. My only agreement was to be much 
fairer than the Democrats were to us, and perhaps that was the 
reason for the misunderstanding. 

I will say, and as you will recall, the first nonmember witness 
of the Full Committee chaired by Chairman Archer was Secretary 
Shalala. And further, if you will recall, during previous welfare 
hearings during the Republican administrations, it was the third 
day of hearings before an administration witness was ever invited. 

The first nonmember witness of this Subcommittee was Sec- 
retary Bane of the administration. So I think that as far as being 
fair, that I have certainly been fair. I am doing this for a very spe- 
cial reason — because I want to produce a bipartisan bill, and I 
want our Democrat colleagues to be part of that process. 

Mr. Ford made several statements about turning our backs on 
the young children, and then talked about wanting them to stay in 
school and do certain things to turn their lives around. I think if 
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we would focus on what we all want, and that is what we want, 
to focus on their young lives and to help them do something with 
their future, I think we can come up with some very constructive 
legislation because we do agree on so much. 

On the question of turning our backs, I think I can sit here and 
make the argument that throwing a 15-year-old mother a check 
every month is turning your back on her rather than trying to be 
constructive. And as far as taking children away from their moth- 
ers, the Federal Government in my memory and to my knowledge 
has never taken a baby away from anybody, nor is there any legis- 
lation that has been proposed or planned or on the books that 
would allow such an atrocity. That is not the function of the Fed- 
eral Government. 

The States have to make that type of determination as to the 
well-being of the child. I will yield for 1 minute to Mr. Rangel, and 
then we are going to go ahead with the panel. 

Mr. Ford. Mr. Chairman, do I get a chance to respond to that? 

Chairman Shaw. Well, I told Mr. Rangel that he could speak. 

Mr. Rangel. Mr. Chairman, the only reason that I took this ex- 
traordinary measiure to ask for unanimous consent was because I 
think that the problem that we face today does not lend itself to 
a political solution, and so far this Committee has not really en- 
gaged in a political conflict, even though we know it is going to 
happen. 

Ljust wondered, however, that if we are going to test bipartisan- 
ship, this should be it. It may not prevail throughout the Sub- 
committee, or the Committee, or the House, but we all agree that 
these are children that were created by God and irresponsibility. 
Lack of morality of the parents is an issue that we have to deal 
with, nut we also have to deal with that child. 

Now, the Democrats did a lousy job of dealing with it, and to a 
large extent, the voters got frustrated and they brought you guys 
in to handle it. But that doesn’t mean that you have the answer, 
and that we don’t have it. 

And so I would like to believe that you are secure enough to be 
in charge of this Committee and have control of this Committee 
without saying that just because somebody is a Democrat, we can’t 
have one person on a panel to express the different views. There 
is no one on this Committee that has the answer. If we did have 
the answer, we wouldn’t have to go through this process. 

Now, all of the witnesses, whether they are from the Heritage 
Foundation, or Bill Bennett’s group, or whomever, recognize that 
we have the same problem, and if someone misunderstood you, 
they also misunderstood your staff, and people outside misunder- 
stood your staff. Whether it was a good or bad idea to suggest that 
we could have one person on each panel, I don’t know, because that 
is a mathematical, pohtical question. 

But let us at least try with this particular subject, and that is 
to try to prevent unwanted children from being bom, to try to pre- 
vent the temptation for abortion, to try to prevent the need for 
adoptions and children who are unwanted being sent to institu- 
tions, and let us try with this, because if this becomes the political 
issue, I don’t see how the other issues we could possibly expect 
would be done in a bipartisan way. 
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So don’t give up control; stay in charge. I loved it when I had 
it, I want you to enjoy it, but to say that we can’t put up a witness 
that may differ from the views that you campaigned on, to me, goes 
beyond the political decision. 

Chairman Shaw. Charlie, that is not the case. The witness is on 
the second panel. 

Mr. Rangel. Oh, so we get one out of every two panels? How 
would you like to do it? Do we have one witness for today? 

Ms. Dunn. Mr. Chairman. 

Chairman Shaw. I think the gentleman is well aware of the fair- 
ness that I have extended. I have told Mr. Ford that if he feels that 
he is being mistreated or if any of the Members on this Committee 
on either side of the aisle feel that they are being mistreated as 
to the order of witnesses, to give me a call. We will talk about it, 
meet me on the floor, talk to me in the halls, come into my office, 
invite me to your office, I have even said that I will come to the 
Democratic Caucus if you want to discuss things. 

I think you are absolutely right — ^this is a bipartisan issue. We 
are dealing with the future of the American people — not Demo- 
crats, not Republicans, not one ethnic group, or religious group. We 
are talking about the future of this country and we are going to- 
carry this process forward. 

And I am determined, and I think you know and have worked 
with me enough to know that I am not going to throw partisan pol- 
itics in anybody’s face. I am going to work for solutions, but we 
have got to do it in an orderly manner and therefore I will now go 
forward in an orderly manner and introduce the first panel. 

Seated at the first panel are some outstanding scholars and so- 
cial thinkers. We have Glenn Loury, who is a noted thinker and 
writer on problems of the underclass. James Q. Wilson is a most 
distinguished social scientist who is well-known for his works on 
crime, bureaucracy, and moral values. And, of coin-se, a face that 
is very familiau* to many of us on this Committee, particularly 
CharUe Rangel and me, Mr. Bennett, who is a former Secretary of 
Education and Drug Czar whose “Book of Virtues” has spent many 
wee^ on the “New York Times” bestseller list. I thiidc perhaps 
yoxu" book now is the second most talked about book in Washing- 
ton, but it certainly continues to be a most popular book. 

I will invite the panel to proceed as they see fit. Your written 
statements are made a part of the record. Feel free to siunmarize 
if that is your wish. 

Mr. Bennett. Thank you. 

STATEMENT OF GLENN C. LOURY, PH.D., PROFESSOR, 

DEPARTMENT OF ECONOMICS, BOSTON UNIVERSITY, 

BOSTON, MASSACHUSETTS 

Mr. Loury. Thank you, Mr. Chairman. It is an honor and a 
privilege to be here. I would just like to take this moment to say 
that I don’t appear here as a Democrat or as a Republican, and I 
don’t come to grind a partisan act. I am coming to offer for your 
consideration such observations euid thoughts as I can that will be 
of help to you in the difficult and important work that you are try- 
ing to do, and I appreciate the opportunity to do that. 
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Look, we all know what the problem is. Illegitimacy rates are 
going through the roof. What in the sixties Senator Mo 3 Tiihan iden- 
tified as a problem in the black community has now become a prob- 
lem in American society. There is now talk about the coming of the 
white underclass. 

What we don’t know is what to do about it. I don’t have a comer 
on that truth. I do know this, though, in my review both of the sta- 
tistical literature and of the reports of people who go into commu- 
nities and observe, interview and talk, that the consequences of il- 
legitimacy, of out-of-wedlock births, of broken families for families 
and children are very deleterious. I think there is an absolute con- 
sensus on that, and there is not any doubt. 

People are hurt, lives are being chewed up and destroyed by 
what is happening in our country. The underlying root causes are 
complicated and involve many different interacting factors. It is my 
view that for many years certain analysts understated the extent 
to which the provisions of social welfare programs encouraged de- 
structive behavior. 

It is also my view, Mr. Chairman, that the process that has been 
set in motion by the developments both cultural and policywise in 
our country has now embedded itself to such an extent in many 
communities that changing the financial incentives of welfare is 
probably not enough to reverse the process that has been set in mo- 
tion. 

Let me put it this way; You can pull on a loose thread and un- 
ravel a garment, but pushing on a string will not put the weave 
back together again. Through an array of changes in our social pol- 
icy and in our broader cultural milieu, we have pulled on the string 
of the fabric of marriage and family and there are many people 
that we can point the finger at to blame for that, but that unravel- 
ing won’t necessarily be undone pimely through matters of finance 
and public policy. 

That is not to say that we should not try to revisit the question 
of the design of our welfare policies so as to be a part of the solu- 
tion. I think we should, indeed I think we must, and not only for 
reasons of policy in the immediate sense, but for reasons of politics 
and social meaning in the broader sense. 

I think we have to send the right signals through our govern- 
mental programs about what we Americans value and about what 
ways of living we affirm as appropriate and correct. But what I am 
saying is that we must not be too sanguine, almost arrogant about 
our ability to push and pull and manipulate and maneuver in order 
to fix what is a very subtle and complicated problem. 

I know I don’t have time here to go into all of the details, but 
I try to explain in my more extended written remarks why I come 
to this conclusion, and I try to describe to you in some detail in 
those remarks the social context, especially in the inner city where 
the illegitimacy rates are three-quarters, 80 percent in many com- 
munities. There families cower because of the fearsome behavior of 
young men who have not been civilized, which is to say they have 
not been properly socialized within a family context so as to have 
bred into them the values that will allow them to conduct them- 
selves in such a way as to permit a decent life to take place in their 
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communities. Such young men are really perpetrating a reign of 
terror. 

I have tried by reference to that milieu and the fine descriptions 
that we have by many researchers who are at work, to give you 
some flavor of the complexity, give you some sense of the fact that 
those communities will not be remade from Washington, of the fact 
that what has happened there, the great tragedy that is playing it- 
self out there is not going to be reversed because we changed the 
incentives provisions of public transfer programs. 

Also, I invite you to think about how it is that the real sources 
of moral authority and cultural change in those communities might 
be empowered, to begin what will undoubtedly be a decades long 
process of transformation that has to start some time in those 
places to bring about change. So that is one point that I want to 
make. You can’t push on a string. 

I want to make another point too, Mr. Chairman, and that is 
that there is a genuine dilemma in this area. We refer to it in eco- 
nomics as the Samaritan’s dilemma. It is a fundamental problem 
of helping, and bear with me for 1 minute if I sound like a profes- 
sor, because the point is worth making. We won’t let people starve 
in the street in a decent society. We will not allow children to go 
unhoused and imfed and imcared for. We simply won’t. We want 
the people who are immediately responsible for the care of children 
to comport themselves in such a way that it is not necessary for 
the State to come to their rescue. 

And yet to the extent that such people know that they will not 
be allowed to languish, to the extent that we cannot commit our- 
selves to withholding help from such people, there is a basic limit 
on how much pressure you can put on them to get them to change 
their behavior. 

Now the point is, changing the identity of the Samaritan does not 
solve the dilemma. So if public provision is cut back, which may 
be the appropriate thing to do, for the reasons that I have already 
said — ^because the government must set the right moral tone and 
must through its policy convey the values of the voters and the peo- 
ple — to the extent that private provision comes in to take its place, 
the private providers become the Samaritans, and the dilemma re- 
mains unsolved. It is a real dilemma. Unless we change the values 
of the people, not their incentives, but their beliefs, their ideals, the 
meaning that they attribute to what they do in their lives, we will 
not solve the dilemma, and for that reason, I think fundamental at- 
tention must be directed to the value shaping, the character form- 
ing institutions in society which thankfully are not organs of gov- 
ernment, but reside as I hope they always will with the people. 

Thank you, Mr. Chairman. 

[The prepared statement follows;] 
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U.S. House of Representatives 
Washington, DC January 20, 1995 


Mr. Chairman; I want to express my gratitude for this opportunity to offer my views 
before this distinguished committee on these crucially important matters. It has been my 
conviction for many years now that the rise in out-of-wedlock births represents a significant 
threat to the strengA of our country, arxl the various communities within it. In this 
testimony I explain why I have reached this conclusion. My academic title is University 
Professor of Economics at Boston University. Yet I appear here before you not mainly as a 
technician, but as an intellectual who has been thinking hard about the problems of social 
disorder in America, and especially in urban America. So I will offer my thoughts on the 
broad ethical and philosophical dimensions of your committee's concerns, as well as report 
to you on the flndings of recent social research. 

The Problem of Family Structure 

There is now a consensus among social analysts that the dramatic changes in the 
structure and stability of the American family over the last thirty years have had negative 
consequences for the quality of life of our citizens, especially children. These changes are 
reflect^ in the sharp rise in divorce rates during 1960s, and in the increasing incidence of 
out-of-wedlock childbearing, especially among young women. In the 19S0s and early 1960 
the divorce rate was approximately 10 per 1,000 married couples per year. It has since 
risen to more than twice that level. The proportion of children bom out-of-wedlock went 
from 596 in 1960 to 27% in 1990. About 57% of black children bom in that year were bom 
to unmarried mothers, while this was the case for about 17% of white children. Each year 
over 1 million children go through divorce or separation and almost as many more are bom^. 
out of wedlock. 

These developments have had a dramatic impact on children's lives. Single parents 
(usually women) are more likely to head economically troubled families. We now know 
that one-half of sii^le mothers live below the poverty line, compared to one-tenth of 
married couples with children; that single mothers are far more vulnerable to welfare 
recipiency, and that they stay on welfare longer. Among never-married mothers 40 percent 
stay on for 10 years or more. Moreover, welfare dependency tends to pass from one 
generation to the next within single parent families. For whites, daughters with single 
parents are over 50 percent more likely to many as teenagers. 111 percent more likely to 
have children as teenagers, 164 percent more likely to have a premarital birth, and 92 
percent mote likely to dissolve their own maniages. 

There is also good reason to believe that welfare dependency has potentially harmful 
effects on participants and their children. In the mid-1980s David Ellwood (now Asst. Sec. 
at HHS) estimated that roughly 30% of mothers entering welfare for the fust time 
eventually accumulated eight or more years on the program. More recently, Baruch College 
economist June O'Neill has calculated that half of teen unwed mothers (in the NLSY 
sample) go on welfare within two years of their first birth, and 80% eventually go on. She 
has further calculated that, among those going on welfare in tlie period 1978-1984, half had 
accumulated more than 5 years on the program by 1991, and one-third bad accumulated 
more than 7 years. O'Neill has also found that parental dependence on welfare is strongly 
associated with negative outcomes for children. Young women raised in welfare families 
are significantly more likely than similarly situated women in families not on welfare to go 
on welfare themselves, to stay on for a longer period of time, to drop out of high school and 
to bear a child out-of-wedlock. 

The ways in which coming from a broken family affe 9 t the likelihood that young girls 
become pregnant are subtle and complex. Dennis Hogan and Evelyn Kitagawa at the 



University of Chicago, using a random sample of black females aged 13 to 19 living in 
Chicago in 1979, compared girls who live in married-couple families with those living in 
single mother households. Tbey found the rate of premarital parenthood to be highest 
among the teens living with their mothers alone. Yet, those teens living with mothers and 
grandmothers fared as well as those in married-couple families. They also found that the 
extent of parental control exercised over early dating had significant and large effects on the 
probability of the teen becoming pregnant; indeed, parental control of dating was by far the 
single most powerful explanatory variable. The importance of control of early dating 
be^vior suggests that, in addition to the structure of the family itself, the specific actions of 
adult family members toward teenage daughters is crucial to avoiding early pregnancy. 

Elijah Anderson has also found evidence for this among his informants in a North 
Philadelphia community. He notes that the presence of a father in the girl's household, or 
of older male siblings or even uncles actively involved in the girl's life, may lead to the girl 
being treated more respectfully by the boys with whom she interacts. 

A recent iimovative study by Bronars and Grogger published in the December 1994 
American Economic Review uses data on a sample of married and utunarried women, some 
of whom had given birth to twins, to assess the impact of the birth of an unexpected 
additional child on various measures of the mothers' well-being. They found diat an 
unexpected additional child bad no impact of the well-being of married mothers, but 
affected unmarried women adversely, reducing labor-force participation, itKreasing the odds 
of being in poverty, and raising their chances of receiving welfare. Though most of the 
adverse economic effects of unplanned motherhood were found to dissipate over time for 
whites, there were larger and more persistent negative effects on black unwed mothers. 

In short, the social science literature, both quantitative and qualitative, is unambiguous 
in identifying the negative consequences for families and children of marital disruption and 
out-of-w^lock childbearing. 


The "Moynihan Report" Revisited 

Of course, most Americans know this instinctively, without having to be told by 
social scientists. Indeed, concern about problems of family disruption has an been important 
social issue at least since 1965 when now Senator Moynihan issu^ his famous report on the 
"Negro Family. " By daring to suggest that dysfunctional family behavior among poor 
blacks constituted an insuperable barrier to economic equality, Moynihan elicited an 
emotional, ideologically-charged response which permanently altered racial discourse in 
America. The now-familiar indictment, "blaming the victim" literally was invented in 
reaction to Moynihan's argument. A dear price was paid for this response, though not by 
those who led the charge. 

What in the 1960s was a question about black society has in the 1990s become critical 
for all Americans. Charles Murray has announced to much fanfare the coming of the white 
underclass. Having essentially written-off the black cotrununity as a lost cause— with an 
illegitimacy rate nationwide near two-thirds, and even higher in the inner-city-pundits, 
politicians and scholars come now to contemplate what might be done to save the test of 
America. The answer seems to be that we must place greater emphasis on "values. " And, 
while I am all in favor of this, I am less than sanguine that the fix will be so easy. 

People ate not automata; their behavior in matters sexual may not be easily 
manipulated by changing their marginal tax rates or their recipiency status under welfare 
programs. It is my conviction that the problems of illegitimacy and family breakdown are, 
at base, cultural and moral problems, which require broad societal action in addition to 
legislative change. The emergence of morally authoritative public leadership can have only 
a small effect here, and is unlikely to occur in any event. Yet, in every comniunity there 
are agencies of moral and cultural developmertt which seek to shape the ways in which 
individuals conceive of their duties to themselves, of their obligations to each other, and of 
their responsibilities before God, These mainly though not exclusively religious institutions 
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are the natural sources of legitimate moral teaching— indeed, the only sources. If these 
institutions are not restored, through the devoted agency of the people and not their 
government, then the behavioral problems which Moynihan fust noticed thirty years ago 
will persist, threatening the survival of our republic. 

Marriage as Social Capital 

In my early writing on economic inequality in American society I introduced the 
concept of "social capital. " Many others have found this a useful notion, and it is now in 
wide use in the social sciences, the term emphasizes the importance for economic 
development of non-economic resources. It refers to aspects of social organization 
(families, social networks, adolescent peer groups) that help individuals to act for their own 
economic benefit. The term also captures the idea that the institutional infrastructure within 
a given community (civic and religious organizations) helps to empower individuals for 
participation in economic and political life, and that the ideals and values which are 
transmitted and reinforced through social mechanisms can impact powerfully on economic 
performance. The poim is that the extent and quality of relationships among persons can 
usefully be conceived as an economic asset, in some cases as important as physical or 
financial capital for determining whether or not a community can prosper. 

The process by which a person moves from childhood to becoming an effective adult 
is like a production process. The output, a citizen, is produced from inputs of education, 
parental attention and concern, acculmration, nutrition, etc. Some of these inputs are 
bought and sold on markets, but many of the relevant inputs become available to the 
developing person only as the byproduct of noneconomic activities. Parental attention and 
concern, for example, accrue to a youngster as the consequence of the social relations which 
obtain between mother and father, and their respective families. So, within any community 
a crucial resource needed to produce tomorrow's citizens is the quality of social ties between 
today's men and women of child-bearing age. This is an elemental social fact. 

In a recent essay in Policy Review anthropologist David Murray has documented the 
extent to which all human societies develop norms surrounding the bearing and raising of 
children which respect this elemental social fact. He stresses Sie universal recognition of 
marriage, and child bearing within marriage, as a means of domesticating-one could also 
say of civilizing-young males. "Neighborhoods without fathers, are seedbeds for 
predators" writes Murray. George Gilder has also stress this theme. Communities in which 
the vast majority of families consist of women without men who consider themselves 
responsible for their children, tend to be "under-capitalized" in a resource vital for social 
development. 

This is, in my judgment, a central reason for the economic and social problems 
besetting itmer-city communities today. As Gilder has recently written, "Society is 
continually beset by an invasion of 'barbarians,' i.e., teenaged boys. Unless they are tamed 
by marriage and the provider role, they become enemies of civilization. Males rule, 
whether tluough economic power as in civilized societies, or through violent coercion by the 
male gangs in the inner city (a so-called matriarchy where mothers cower in locked 
apartments, terrorized by their sons.) Thus, it is crucial to consider the impact of the 
welfare state on the socialization of young men." I am saying here that marriage should be 
seen as an important form of social capital. In the absence of marriage, and the joining of 
families which marriage represents, there are simply fewer people around to help a 
struggling young couple with the overwhelming task of raising children. 

Moreover, the "legitimacy" of children is an important concept. Anthropologist 
Murray refers to it as "nothing less than the orderly transfer of social meaning across the 
generations." The Harvard sociologist Orlando Patterson has elaborated a persuasive and 
influential theory of slavery, in which the concept of "natal alienation" -the separation of 
close relations between children and their forebt^-plays a key role. Marriage, by creating 
legitimate children, ties families of people together into mutually supportive social 
relationships. 
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The Inner-City Context 

I would like to explore more fiilly the inner city social context within which the 
problems of out-of-wedlock births manifest themselves. Perhaps our best guide in this 
matter is ethnographer Elijah Anderson of the University of Pennsylvania. Anderson has 
been a close observer of life on the streets of ghetto America for nearly a quarter-century. 
His recent work is based on extended interviews and observation in a North Philadelphia 
neighborhood. He relies heavily on the concept of 'the streets,' the physic and social 
milieu in which people interact. In these poor communities the physical environment is 
dilapidated, dirty, unsafe, unkempt, noisy. Young people spend a lot of time 'in the 
streets,” day and night, llie streets are full of women and children. Men, especially, in 
the roles of husbands, are scarce. Quoting Anderson: "The demoralization and deterioration 
of the neighborhood are omnipresent: open-air drug sales, numerous pregnant girls, 
incivility, crime, many street kids, few up-standing residents." 

There is what one might call a "moral ecology" of the streets. Ghetto neighborhoods 
are heterogeneous places. People of different generations, different family structures, 
differing degrees of economic stability, and different values interact there. Anderson talks 
of a clash between "street" values, and the values of "decent folk." These are the words 
reportedly used by the pjople themselves. There is a complex interaction between these 
different value systems. This is especially so for the young, who because of peer pressure 
want to be seen as socially "hip" not "lame." Yet, being "hip" may mean, to some degree, 
compromising with "street values," while behaving "decently" can cause one to be thought 
of as "lame. " Peer groups are critically important among these youngsters. Children 
sometimes, in effect, raise themselves. They may be more influenced by their peer group 
than they are by any other source of authority in their lives. 

Nevertheless, in the community which Anderson observes there is also a culmre of 
decency. This culture is connected with close, extended families where the work ethic is 
important, where getting ahead is prized, where religious influences often remain strong. In 
such families, parents are often engaged in a struggle for the hearts and minds of their 
children, as the "decent" and "street" values assert their mutually incompatible claims. 

Most relevant for my concerns here is Anderson's description of codes of behavior in 
sexual matters between boys aral girls in these communities. The people involved are often 
quite young, tooting Anderson; "Complicated by peer pressure, ignorance, passion, luck, 
intent, conquest, religion, love, and even profound hostility between young men and young 
women, these sex codes evolve. . . (They are) nothing less than the cultural manifestation of 
a persistent urban poverty. It is a mean adaptation to blocked opportunities and profound 
lack, a grotesque form of coping by young people constantly undermined by a social system 
that has historically limited their social options and, until recently, rejected their full 
citizenship." 

Sex often results in pregnancy in this world. Quoting, again, "With the dream of a 
mate, a girl may be indifferent to the possibility of pregnancy, even if it is not likely that 
pregnancy will lead to marriage. The pregnant girl can look forward to a certain amount of 
affirmation, particularly after the baby arrives, if not from the father then from her peer 
group, from her family, firora the Lord, and, ultimately from welfare from the outside 
society. " A large part of the girl's identity is provided by the baby and the p«r groups 
among the girls in these communities. Burning a mother can, Anderson writes, be a 
"strong play for authority, maturity, and respect.” The girl's outlook is crucial to 
determining what her behavior will be. Her education, her sense of self-respect, her 
wisdom, whether or not she has had mentoring from "decent" role models within "decent" 
families-these will all be critical factors affecting the outcome. Her parents may be able to 
instill some sense of hope, a positive sense of the fumre, a healthy self-respect. Or, she 
may have siblings whose success helps her to achieve this. Ministers and teachers can play 
this kind of role by communicating the expectation that girls should strive to do something 
with their lives. 
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However, where such communicated expectations are absent, where some sense of 
hope or possibility about the future is not present, the prospect of having a baby, far from 
being regarded as a negative, may well be seen as a positive. And that can be reinforced, 
not only by the financial benefits that might come from the state for support for the child, 
but, perhaps as importantly in the world which Anderson describes, by the status that a girl 
gains with her peers, and by the extent to which she is seen within the peer group as coming 
of age for the having of the child. 

Anderson's descriptions of the attitudes of boys are chilling. Concerning pregnancy, 
boys are described as generally, though not always, resisting owning up to being the father 
of a child. Such owning-up would counter their hit-and-run exploitative peer-group ethic. 
Also, paternity is often uncertain. Girls may or may not want to identify the real father. 
Acknowledgement of paternity by the boy's family, often determined by his mother, may be 
based upon the baby's appearance, with ^e child being incorporated into the boy's extended 
family by the boy's mother if she thinks the baby loolu like her son, and so on. 

The general conclusion emerging from this kind of ethnographic observation is that 
inner-city communities are complex, heterogeneous cultural contexts. Behavior around 
issues of sexuality and childbearing are influence, but are far from being complete 
deter ± mined, by the provision of assistance from the state. There are large numbers of 
families struggling against the economic and cultural odds to raise their children to live 
decent lives, and many of these families are, despite their best efforts, failing at this task. 

Values, Public Policy, and the State 

Public policy is more than the implementation of technical solutions to the problems 
of governance. It is also a powerful symbolic mechanism through which are communicated 
the values and beliefs of a people. As George Will has famously put it; "Statecraft is 
Soulcraft. " The means-end calculation of the social scientist or policy analyst is insufficient 
to provide a full account of what government does. Crucial also is the expressive content of 
government actions . The actions taken by Congress in the next months regarding welfare 
reform will represent a powerful expression about the duties and obligations of citizens, and 
about the standards of conduct expected from individuals. These messages will both shape 
and reflect the values of the citizenry 

It is now widely accepted that placing upon welfare recipients the obligation to engage 
in activities which limit their dependence is necessary and legitimate public policy. Far 
from being punitive, as some li^ral critics of this proposal allege, the imposition of such 
obligation represents a keeping of faith with a social accord of mutual expiation. The key 
point to recognize is that the state cannot escape the necessity to communicate some moral 
message by the actions it takes, even if only by default. The failure to impose obligations 
on recipients is also an action, which signals what is valued in society. 

The audience for these normative messages is not limited to the set of people directly 
affected, but extends to the entire population. Indeed, sustaining political support for public 
provision to the needy requires the maintenance of some compatibility between the values 
expressed through the policy, and the beliefs broadly held by the public. The conduct of 
public policy also communicates something to the citizenry at large about the moral standing 
of those persons directly reached by policy. In the case of welfare, structuring assistance so 
that it leads to the eventual attainment of self-sufficiency by recipients actually shows 
respect for the subjects of state action, and enhances the dignity of these persons. By 
holding up a common standard of behavior to all citizens we evidence our confidence that 
those who may now need our assistance are capable of becoming self-reliant. This avoids 
the situation in which "we" who are capable of responsible conduct and of generosity, deign 
to provide for "them" who, by virtue of their dependency are rendered objects of our 
concern, but are not treated as responsible moral agents. The notion that to treat the poor 
with dignity one must withdraw all constraint on the recipient and simply hand-over the 
benefit unencumbered is in fact a contradiction. The absence of an enforced expectation that 
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those in need will, in due course, join the self-supporting concedes that the needy ate 
incapable of actions regarded as minimally expect^ of ordinary citizens-hardly a dignified 
posture. 

Thus, in addition to providing direct economic incentives (via the tax code and 
through the design of programs providing financial benefits), the state sets the moral 
background witlun which civil society operates. But it is the civil sector of families, 
community organizations, churches and various private philanthropic undertakings which 
must do the real work of promulgating and instilling values. The role of the state, while 
important in matters of public communication, is ultimately quite limited in matters of 
transforming the values of individual persons. One source of this limitation is the fact that 
encouraging "good behavior" intrinsically requires that discriminations he made among 
persons based on assessments that are difficult, legally and politically, for public agencies to 
make. Having distinguished between right and wrong in public rhetoric, it becomes 
necessary in the concrete, ambiguous circumstances of everyday life to discern the extent to 
which particular individuals have risen to, or fallen short of, our expectations. That is, 
promoting virtue requires that standards he ae.t and communicated, and that judgments he 
made as to whether those standards have been met. The making of such judgments requires 
knowledge about individual circumstances, and the drawing of distinctions between 
individual cases, which may exceed the capacity of public institutions. Because citizens 
have due process rights which caimot be fully abrogated, public judgments must be made in 
a manner which can be defended after the fact, and which carry a high burden of proof as to 
their legitimacy. Families aixl churches are not constrained to the same degree. 

Consider the difficulty of a state-sponsored agent making the judgment as to whether a 
welfare recipient has put forward adequate effort to prepare for and fii^ a job. The 
information available for this decision is generally limited to the observations of a social 
worker, and the self-report of the welfare recipient concerning her activities, together with a 
check on whether job interviews previously arranged have been pursued, etc. ^yond this, 
very little information can be brought to b^. Action to limit the assistance due to a belief 
that the recipient was not trying tu^ enough might not stand-up to subsequent judicial 
review, ^nd^, such actions might not be carried-out be state employees who believed the 
obligations thereby imposed were not appropriate.) But, of course, families and communal 
groups providing help to the same individual would base their continued assistance, in part, 
upon just such information. They would discriminate more finely than a state-sponsor^ 
agent ever could between the subtle differences in behavior among individuals which 
constitute the real content of morality and virtue. 

This point is especially critical when behavioral distinctions may have a disparate 
impact by race, and where charges of racial discrimination could arise. Anticipating these 
charges, public agents may witklraw from the degree of scrutiny of individual behavior 
which produced the racially disparate outcome. The fact is that the instruments available to 
public agents for the shaping of character are coarse and relatively indiscriminate, in 
comparison to the kinds of distinctions and judgments which people make in their private 
social lives all the time. Moreover, the ways in which a public agent can sanction 
individuals' dysfunctional behavior- withholding financial benefits primarily-may not be as 
compelling as the threat of social ostracism and peer disapproval which is r^ily available 
in private associations. The purpose of these observations is to caution against an overly 
optimistic assessment of the power of legislation to reverse the regrettable trends in the 
social behaviors of citizens. 

It is also the case that state action is encumbered by the plurality of views as to what 
constitutes appropriate values in our society. The public morality reflected in state action is 
necessarily a "thin" conception of virtue, weak enough to accommodate the underlying 
diversity of value commitments amongst the various sectors of our society. This contrasts 
sharply with the "thick" conceptions of virtue characteristic of the moral communities in 
which we are embedded in private life. The conflict over sex education illustrates this 
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point. Introducing into the public schools in any large city a curriculum of sex education 
that teaches the preferability of two parent families might be resisted by educators who 
would cite the great number of their smdents from single parent backgrounds. Yet it is 
arguable that these are the students most in need of hearing the authoritative expression of 
such value judgments. Of course, the same would not be true of sex instruction undertaken 
in a parochial school context. 

My general proposition is that civil society and the state provide complimentary inputs 
into the production of virtuous citizens. Legislators should look for ways to encourage 
virtue by encouraging the development and expansion of those private, voluntary 
associations within which the real work of character development is best done. Mutually 
concerned persons who trust one another enough to be able to exchange criticism 
constructively, establish codes of personal coi^uct, and enforce social sanctions against 
what is judged as undesirable behavior, can create and enforce communal norms that lie 
beyond the capacity of the state to promulgate effectively. The coercive and resources of 
the state, though great, are not especially subtle.. 

I believe these considerations are especially critical for black Americans to recognize. 
For, when one considers the great problems of our inner-cities, it is inescapable that at the 
root of these problems lie dysfunctional behaviors of citizens which ultimately are not 
amenable to state-sponsored remedy. This means, in my opinion, that the intellecmal, 
religious and civic leadership of these communities must embrace their responsibilities to 
provide moral leadership, to an even greater extent than is already being done. Black 
leaders must work, with public officials and with other Americans of good will, to build 
communal institutions that can instill in our youngsters a normative framework sufficient to 
allow them to partake of the great opportunities which this society offers. 



151 


Chairman Shaw. Thank you, Mr. Loury. 

Mr. Wilson. 

STATEMENT OF JAMES Q. WILSON, PH.D., COLLINS PROFES- 
SOR OF MANAGEMENT AND PUBLIC POLICY, UNIVERSITY OF 

CALIFORNIA AT LOS ANGELES, LOS ANGELES, CALIFORNIA 

Mr. Wilson. Thank you, Mr. Chairman. I have not submitted 
written testimony to the Committee, but I have asked your staff to 
distribute and make available to you three statistical charts to 
which I want to refer. 

The theme of my remarks is that we must escape from two 
views. First, we must escape from the view that we are debating 
whether poverty or illegitimacy causes welfare, or that welfare 
causes illegitimacy and poverty. 

The real issue is what kind of behaviors are occurring and to 
what extent welfare poverty, or other factors contribute to those be- 
haviors. Second, we ought to escape from the view that we are 
promising the American public a cut in the welfare rolls, a savings 
in tax moneys or a requirement that the mothers of young children 
work. Those may be desirable things, but what I think the Amer- 
ican public expects of us is that we try to save the children, be- 
cause we have put an entire generation and more at risk, and that 
generation is in danger of reproducing itself. 

Table 1 is a snapshot of the American public taken by the U.S. 
Government in interviews of some 48,000 households. What it 
shows is the percentage of children who have certain difficulties de- 
pending on whether they were raised with both parents or were 
raised by a never-married mother with no father. In every col- 
umn — being suspended from school, having emotional problems, 
displaying antisocial behavior — ^it is quite clear that the child, 
whether male or female, whether white, black, or Hispanic, is at 
much greater risk of having these difficulties — prematurely ending 
school, having emotional problems, engaging in antisocial behavior, 
including delinquency — if that child lived with the mother only. 

It is not on this chart, but I will add one note. Only at the high- 
est income level, that is to say mothers earning over $50,000 a 
year, the Murphy Brown income, if you will, is the child immunized 
from the consequences of being raised with a single parent. 

Table 2 is not a snapshot, it is a motion pictiu-e. It follows chil- 
dren in this country over many years as part of the National Longi- 
tudinal Study of Youth. The three columns show these children the 
income levels of their parents — the bottom 10 percent, the median 
income, and the top 10 percent. And inside the boxes are numbers 
reflecting the probability that a child of a certain income level with 
a certain family structure will or will not have the highest levels 
of juvenile delinquency, according to that child’s own reports. 

And again you see that no matter what the income level is, chil- 
dren raised by single mothers with no fathers present are signifi- 
cantly more likely to be at the very highest level of delinquency. 

The final table, table 3, puts this into a world context and rein- 
forces the point that my colleague, Glenn Loury made. We are part 
of a worldwide change in the family. This shows the percentage in- 
crease in out-of-wedlock births from 1960 to 1992, from countries 
as different as Australia, Canada, Denmark, Italy, Japan, the 
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Netherlands, Switzerland, the United Kingdom, and the United 
States. 

Now, the conditions of growing up as an out-of-wedlock child dif- 
fer in these countries, but throughout the world, we have seen a 
fundamental shift in the attitude people have toward the impor- 
tance of marital commitment. This underscores the difficulty of the 
task of pushing on the thread in order to reweave the sweater. 

Now, why is it that at any income level and for any racial group, 
being raised in a mother-only family makes you worse off? There 
are three reasons. First, resources. Two parents can provide more 
love, more time, and more money than one parent. Second, role 
models. Children, but especially young boys, need adult role mod- 
els; young boys especially need fathers they can respect. 

And third, community maintenance. A neighborhood that con- 
sists of one or two single-parent families will not have its social 
control threatened. But once you have created a neighborhood in 
which all or most of the children are growing up in single-parent, 
mother-only families, you are creating a neighborhood with men, 
but no fathers. As a result, the social control that all communities 
t^ to maintain is weaikened, because the people who primarily pro- 
vide that order, fathers who take responsibility for their children 
and their neighborhoods, are absent. 

Why has there been this increase in illegitimacy? Since it is a 
worldwide phenomenon, it clearly is not because of a defect pecu- 
liar to the United States. Since it has been going on since the early 
sixties, in good times and bad, it clearly is not simply the result 
of the business cycle or of changes in unemployment rates. 

I believe it is the result of a change in the level of stigma or 
shame that is attached to the idea of an out-of-wedlock child; I be- 
lieve it is a result of a change in the commitment that the modem 
family, especially the modem young family, brings to the marital 
bond. I believe it reflects in part the availability of governmental 
entitlements. But I do not think that reversing the entitlements, as 
Professor Louiy accurately said, can change all of the problems. 

We must recognize that we have always had at-risk children. But 
when that 800 pound gorilla, the Federal Government, walked into 
the room with AFDC, it frightened away or pushed off into the cor- 
ner many of the programs designed to help those children, and now 
we forget that they ever existed. 

For decades we have had charitable boarding schools where par- 
ents could voluntarily place children who needed care. For decades, 
we have had maternity homes, such as the Florence Crittendon 
homes, where young women could hve shortly before giving birth 
and then for a year or so thereafter in order to learn how to take 
care of their children. 

We have had family shelters and group shelters, many of them 
now being operated by religious groups. It seems to me that it is 
incumbent on the Federal Government in redesigning the welfare 
program to take advantage of those private initiatives and to en- 
courage the States to experiment with those initiatives. The States 
should be encouraged to fund family shelters and maternity homes, 
to allow money to flow through churches, the Salvation Anny, and 
other groups, for the purpose of providing an environment in which 
the next generation of children can grow up without being part of 
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a world in which they learn from everything about them that they 
have no reasonable expectation of marriage, that sex is about ac- 
tion and not about commitment, and that fatherhood is less excit- 
ing than being a free floating impregnator. 

Thank you. 

[The charts follow;] 



154 


Tablet 


Suspended Emotional Antisocial 

From School Problems Behavior 



Both 

Parents 

Mother 

Only 

Both 

Parents 

Mother 

Only 

Both 

Parents 

Mother 

Only 

Males 

6.4% 

24.3% 

3.3% 

4.7% 

27.5% 

36.0% 

Whites 

4.1 

9.1 

2.7 

6.8 

23.5 

27.0 

Blacks 

8.5 

18.2 

2.3 

3.3 

28.6 

37.4 

Hispanic 

6.9 

16.5 

1.5 

6.3 

28.1 

34.1 

Below 

SlOK 

5.0 

16.2 

2.3 

5.4 

23.8 

37.9 


SOURCE: 'Family Structure and Children's Health: United States, 1988", 
Series 10, No. 178, National Center for Health Statistics. 

DATA: 1988 National Health Interview on Child Health. Interviews with 

adult household members for 17,1 10 children ages 17 and under 
living in a sample of 47,48S households. 

"Both Parents" = Child living with both biological parents 

"Mother Only" s Child living with never-married mother and no father. 


Tabs* 2 


OT k MRZn lOkZiB BSOTO k DBLDfOTMT, 
BT rBKZLT STATUS AMD BABBUTAL ZVCGMB 

Two Biological 
Parents 

IMmarried Mother 


PAABTTAL ncOMB 


BQttOM 10% 
8.1 


TOP 10* 

9.2 


National Longitudenal Study of Youth. Family Status measured when 
boy was age 14. Delinquency was self-reported; numbers in Table 
are probability (e.g., chances in 100 ) of boy reporting more 
delinquents than 90% of the ohher boys. 


DATA: 
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Trf)le3 

PERCENTAGE OF OUT-OF-WEDLOCK BIRTHS 
1960-1992 


Australia 

1960 

5% 

1992 

24% 

Change 

19% 

Canada 

4 

29 

25 

Denmark 

S 

46 

38 

France 

6 

33 

27 

Germany 

6 

15 

9 

Italy 

2 

7 

5 

Japan 

1 

1 

0 

Netherlands 

1 

12 

11 

Spain 

2 

10 

8 

Sweden 

11 

50 

39 

Switzerland 

4 

6 

2 

U.K. 

5 

31 

26 

U.S.A. 

5 

30 

25 


SOURCE: Daniel Patrick Moynihan, The Great Transfonnaiion,” The 
American Enterprise. Jan./Feb., 1993. p. 41. 
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Chairman Shaw. Dr. Bennett. 

STATEMENT OF WILLIAM J. BENNETT, PH.D., CODIRECTOR, 
EMPOWER AMERICA 

Mr. Bennett. Thank you, Mr. Chairman, ladies and gentlemen. 
It looks like the moral of the story has been taken up by my col- 
leagues, so as much as I am used to being asked to address that, 
let me try to get a few facts on the table in addition to what has 
already been brought up. 

I agree with everything that has been said so far and I don’t 
think an 3 d;hing of a political nature has yet been said by members 
of this panel. I do want to say that the jurisdiction of this Commit- 
tee does border on the jurisdiction of another problem which will 
have to be addressed. If it is true that attention is going to have 
to be paid to the welfare problem, and I congratulate you for pay- 
ing that kind of attention, attention must also be paid to the drug 
issue. You will not get ahold of the welfare problem unless you get 
ahold of the open air drug markets and crackhouses. 

If the places that Jim Wilson and Glenn Loury are talking about, 
the homeless shelters, and the shelters for unmarried women and 
their babies are places where drugs are readily available, we will 
just compound our problem. So at another time we can talk about 
that. 

This March marks the 30-year anniversary of a report called the 
“NeCTO Family; The Case for National Action,” which is also known 
as the Moynihan Report. It is one of the most important pieces of 
social science ever produced. This 78-page report offered by Senator 
Moynihan, now the senior Senator from New York, then an Assist- 
ant Secretary at the Department of Labor, concluded the breakup 
of the black family constituted the single most important social fact 
in the United States. 

When the Moynihan Report was made public, Newsweek maga- 
zine referred to its stunning numbers. The “New York Times” edi- 
torialized that whatever the index of social pathology, it is appar- 
ent that the Negro family in the urban areas of this country is rap- 
idly decaying. William Ryan of Harvard, one of Moynihan’s most 
prominent critics, warned of frightening statistics about broken 
Negro families, illegitimate Negro children and Negro welfare re- 
cipients. Martin Luther King, Jr., categorized the existing break- 
down of the Negro family as a social catastrophe. 

That was then, consider now. In 1991, 68 percent of all black 
births were out of wedlock. Only 6 percent of black children born 
in 1980 will live with both parents through age 18, according to 
some projections, and more than 70 percent of black children will 
have been supported by AFDC payments at one point or another 
during childhood. 

In recent testimony at a Senate Finance Committee hearing 
chaired by Senator Moynihan, Professor Lee Rainwater of Harvard 
predicted that by the end of the century out-of-wedlock birth rates 
for minorities will be 80 percent, while the out-of-wedlock birth 
rates for Americans as a whole will be 40 percent. 

The Moynihan Report had little to say about the white family 
save that the white family has achieved a high degree of stability 
and is maintaining that stability. Alas, Mr. Chairman, that stabil- 
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ity has now dissolved. During the intervening 30 years, white fam- 
ily structure has been severely eroded by high rates of illegitimacy, 
divorce, desertion, and welfare dependents. 

White illegitimacy, for example, has increased from 4 percent in 
1965 to 22 percent in 1991. The percentage of white females who 
are divorced has risen sharply. If these trends continue, they will 
have even more serious consequences for American society than the 
decline of the black family, since whites constitute a much larger 
segment of the population. 

This rapid and massive collapse of family structure is without 
precedent among civilized nations. Our country cannot sustain it; 
no country can. No society has ever survived with single parent- 
hood as the norm. The American public in general, and the black 
community in particular, would surely give its collective eyeteeth 
to wake up one morning and again face the frightening statistics 
of 1965. Those so-called frightening statistics, Mr. Chairman, 
would be good news today. 

The Committee should consider this question; What words can 
adequately describe the situation we are in now if frightening sta- 
tistics describe 1965? If social catastrophe was what Mo 3 mihan 
called the situation three decades ago, how do we describe it today? 
Well, this report, the Moynihan Report, places our current situa- 
tion in historical context and it clearly reveals two things. 

One is that the Nation has taken a ruinous social slide over the 
last three decades. The other is that we have become in many ways 
inured to the trauma. One thing we need to guard against is view- 
ing these out-of-wedlock birth rates as sterile or abstract numbers, 
because behind these numbers there are real life stories, tragedies, 
wasted lives. Although single women can do a fine job raising chil- 
dren — my mother was divorced, she raised my brother. Bob, and 
me, it is a lot harder to do alone. We know also that the chances 
of successfully raising children in a single-parent home are not 
nearly as good as raising children in a two-parent home. Every civ- 
ilized society has understood this. They have known too that you 
cannot raise young boys to become responsible men unless there 
are other men, good men in their lives. Jim Wilson has spoken to 
that already. 

I think the relevant question for this Committee then, Mr. Chair- 
man, is the degree to which welfare programs have unwittingly 
promoted illegitimacy. I think a strong case can be made that wel- 
fare has contributed a lot to illegitimacy. It sustains it and it sub- 
sidizes it, and what you subsidize you usually get more of 

Welfare is illegitimacy’s economic life support system. I believe 
that the intellectual debate about the role of welfare and illegit- 
imacy is essentially over. President Clinton helped end it when he 
said in an interview, 

I once polled 100 children in an alternative school in Atlanta, many of whom had 
had babies out of wedlock, and I asked them, if we don’t give any AFDC to people 
after they have had their first child, how many of you think it would reduce the 
number of out-of-wedlock births? Well over 80 percent of the kids raised their 
hands. There is no question that ending welfare for single mothers would work. The 
question is, is it morally right? 

That is a good question. I believe the answer is yes. 
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There are a number of sound policy options from which to choose. 
I would very much like to see a radical devolution of power, that 
is, return power, money, and responsibility back to the States, 
those laboratories of democracy. In any case, Mr. Chairman, we are 
now engaged in a vigorous debate about the best means to reform 
welfare, but it is important that we keep in mind the end game, 
namely, sometime soon we want welfare to end. 

When it does, we can judge those policies and their broad social 
implications against reality. Mr. Chairman, our welfare system is 
the most pernicious government program of the past quarter cen- 
tury. It is also ironically one of the best intentioned. We have lost 
large parts of an entire generation because of the terrible human 
wreckage left in its wake. Enough is enough. It is time to pull the 
plug — for the sake of the children. Let’s get to it. 

Thank you. 

[The prepared statement follows:] 
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TESTIMONY OF WILLIAM J. BENNETT 
EMPOWER AMERICA 


Mr. Chairman and Members of the Committee: 

It is a pleasure to address this committee on a subject of enormous importance. Illefitimacy 
is the single most destructive social pathology in modem American society. I appreciate the 
Committee’s decision to focus attention on this issue, and the willingness of many of you to 
tackle it head-on. 

Mr. Chairman, I believe that any meaningful reform of our current welfare system must 
address the problem of illegitimacy. My statement will thus focus on the significance of the 
increase in illegitimacy; the attendant human cost; and the role of our current welfare system 
in sustaining and perpetuating illegitimacy. 

The Increase in lUeeitimacv 

This March marks the 30-year aimiversary of '"nie Negro Family: The Case for National 
Action” - also known as the Moynihan Report, one of the most important pieces of social 
science ever produced. 

This 78-page report, authored by Daniel Patrick Moynihan, now the senior senator from 
New York but then an assistant secretary at the Department of Labor, concluded that "[The 
break-up of the black family] is the single most important social fact of the United States 
today.... At the heart of the deterioration of the fabric of Negro society is the deterioration 
of the Negro family. It is the fundamental source of weakness of the Negro community at 
the time.... The family structure of lower class Negroes is highly unstable, and in many 
urban centers is approaching complete breakdown.” 

When the Moynihan Report was made public, Newsweek magazine referred to its "stunning 
numbers." The New York Times editorialized that "whatever the index of social 
pathology... it is apparent that the Negro family in the urban areas of this country is rapidly 
decaying." William Ryan of Harvard (one of Moynihan’s most prominent critics) warned of 
"frightening statistics about broken Negro families, illegitimate Negro children, and Negro 
welfare recipients." Martin Luther King, Jr. categorized the existing breakdown of the 
Negro family as a "social catastrophe.” 

That was then. Consider now. 

In 1991, 68 percent of all black births were out-of-wedlock. Only 6 percent of black 
children bom in 1980 will live with both parents through age 18, according to some 
projections. And more than 70 percent of black children will have been supported by AFDC 
payments at one point or another during childhood. In recent testimony at a Senate Finance 
Committee hearing chaired by Senator Moynihan, Professor Lee Rainwater predicted that by 
the end of the century out-of-wedlock birthrates for minorities will be 80 percent, while the 
out-of-wedlock birthrate for Americans as a whole will be 40 percent. 

The Moynihan Report had little to say about the white family save that "the while family has 
achieved a high degree of stability and is maintaining that stability." Alas, that stability has 
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now dissolved. During the intervening 30 years, white family structure has been severely 
eroded by high rates of illegitimacy, divorce, desertion and welfare dependence. White 
illegitimacy, for example, has increased from 4 percent in 1965 to 22 percent in 1991. The 
percentage of white females who are divorced has risen sharply. If these trends continue 
they will have even more serious consequences for American society than the decline of the 
black family, since whites constimte a much larger segment of the U.S. population. 

This rapid, massive collapse of family structure is without precedent among civilized nations. 
Our country cannot sustain it; no country can. The American public in general - and the 
black community in particular - would surely give its collective eye teeth to wake up one 
morning and again face the "frightening statistics” of 1965. Mr. Chairman, the committee 
should consider this question; what words can adequately describe the situation we are now 
in? If "social catastrophe" described the situation three decades ago, what words can possibly 
describe our much worse situation now? 

The Moynihan Report places our current social situation in historical context, and it clearly 
reveals two things; one is that the nation has taken a ruinous social slide over the last three 
decades. The other is that we have become in many ways inured to the trauma. 

The Human Cost 

One thing we need to guard against is viewing these out-of-wedlock birth rates as sterile or 
abstract numbers. Behind these numbers there are real-life stories and tragedies and wasted 
lives. Although single women can do a fme job raising children - my mother was divorced 
and raised my brother Bob and me - it is a lot harder to do it alone. And we know that the 
chances of successfully raising children in a single-parent home are not nearly as good as 
raising children in a two-parent home. Every civilized society has understood the importance 
of keeping families together. They have known, too, that you cannot raise young boys to 
become responsible citizens unless there are other good men in their lives - men who will 
spend time with them, discipline them and love them. 

There is a large economic dimension to illegitimacy. Children in single-parent families are 
six times as likely to be poor as those in intact families; and far more likely to stay poor. 
Consider just two Census Bureau facts: (1) the family income of black two-parent families is 
almost three times the family income of white single-parent families; and (2) children in 
white single families are two-and-a-half times more likely to be living in poverty than the 
children in black two-parent families. The 1991 median family income for two-parent 
families was $40,137. For divorced mothers, it was $16,156. And for never-married 
mothers, $8,758. 

But there is more - much more - than economics involved. Children in single-parent 
families are more likely to drop out of school; do poorly while they are in school; have 
emotional problems; become criminals; use drugs; be a victim of violent crime; and be 
physically and sexually abused. In short, we are producing a lot of "at risk" kids. And as 
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John J. Dilulio, Jr., professor of politics and public affairs at Princeton University, recently 
wrote, "they become juvenile and adult violent crime victims and criminal predators. They 
end up jobless and on welfare. They do drugs and get sick. A high fraction of the black 
males finish life in prison (nobody visits) and dead (nobody mourns) well before their time.” 

The Role of Welfare 

One of the reasons that I have some confidence in the direction the nation is heading on 
welfare is that increasingly there is agreement on two important premises. The first is the 
widespread acceptance of overwhelming empirical evidence; the current system is a complete 
failure. We have spent enormous sums - $5 trillion - over the past three decades on 
welfare programs, and what do we have to show for it? An underclass which is much 
larger, more violent, more poorly educated and which consists of many more single-parent 
families. 

The second area of agreement is on an important moral principle: having children out-of- 
wedlock is wrong. Not simply economically unwise for the individuals involved, or a 
financial burden on society - but morally wrong. Even Secretary of Health and Human 
Services Donna Shalala, she of impeccable liberal credentials, said in an interview that "I 
don't like to put this in moral terms, but I do believe that having children out-of-wedlock is 
wrong." I hope that the administration and the Congress enacts legislation which is 
intellectually consistent with that analysis. 

The relevant question for this committee, then, is the degree to which welfare programs have 
(unwittingly) promoted illegitimacy. I think a strong case - a commonsense case - can be 
made that it has contributed a lot. Welfare may not cause illegitimacy, but it does make it 
economically viable. It sustains it and subsidizes it. And what you subsidize you get more 
of. Welfare is illegitimacy’s economic life-support system. 

I believe that the intellectual debate about the role of welfare in fostering illegitimacy is 
essentially over. President Clinton helped end it when he said in an interview that "I once 
polled ICIO children in an alternative school in Atlanta - many of whom had had babies out- 
of-wedlock - and I said. 'If we didn’t give any AFDC to people after they had their first 
child, how many of you think it would reduce the number of out-of-wedlock births?’ Over 
80 percent of the kids raised their hands. There’s no question that [ending welfare for single 
mothers] would work. The question is... is it morally right?" That is a good question - to 
which the answer is "yes." It is morally right because many more people would live better if 
we scrapped the current system, which subsidizes out-of-wedlock births. 

I believe that making adoption easier is an essential and compassionate part of welfare 
reform. Adoption is the best alternative we have to protect a child’s interest in a post- 
welfare world. The demand is virtually unlimited (at least for very young children), but 
current laws make adoption exceedingly difficult. Lifting restrictions on interracial adoption 
and easing age limitations for adoptive parents will help ensure that large numbers of 
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children will be adopted into good, stable, loving homes. And for older children we must 
invest generously in the lands of congregate care and group homes that provide order and 
love. 

I will admit that there are easy answers on this issue; every reform will involve some social 
dislocation. The fact is, no policy proposal is free of a potential downside. Unfortunately, 
we have inherited a disaster. 

My own view is that ending welfare is prudent and humane - prudent because the social 
science evidence is in: illegitimacy is the surest road to poverty and social decay. And 
welfare subsidizes and sustains illegitimacy. It is humane because, again, many more people 
would live far better lives if we scrapped an entire system that subsidizes out-of-wedlock 
births. Here’s "tough love" on a large scale; end welfare, and young girls considering 
having a baby out-of-wedlock would face more deterrents, greater social stigma and more 
economic penalties arrayed against them if they have babies. There would, therefore, be far 
fewer births to unwed mothers, and far greater life opportunities for those girls. 

I applaud the new Republican majority for taking serious steps toward dismantling the 
current welfare system. That you are willing to re-examine the core assumptions of current 
welfare policy is very good news indeed, as is the fact many Republicans are challenging the 
idea that AFDC, housing subsidies and food stamps should retain their status as open-ended 
entitlements. While 1 don't embrace every pan of the welfare proposal outlined in the 
"Contract for America," I believe it is a good start. It is far better than what we have now. 

There are a number of sound policy options from which to choose. 1 would very much like 
to see a radical devolution of power - that is, return power, money and responsibility back 
to the states, those "laboratories of democracy," where the most innovative and impressive 
reforms are taking place. I think that you'll agree that the governors have a far better track 
record than the Congress when it comes to implementing genuine welfare reform. I have 
outlined here some of the broad policy outlines which I would like to see sutes embrace. 

But we should give states the freedom to experiment; what works in Utah, after all, may not 
work nearly as well in New York. 

We are now engaged in a vigorous debate about the best means to reform welfare. But it is 
important that we keep in mind the end-game; namely, sometime soon we want welfare to 
end. When it does we can Judge those policies, and their broad social implications, against 
reality. 

Mr. Chairman, our welfare system is the most pernicious government program of the past 
quarter century. (It is also, ironically, one of the most weU-intentioned). We have lost large 
parts of an entire generation because of the terrible human wreckage left in its wake. 

Enough is enough. It’s time to pull the plug. For the sake of the children. 


Let’s get to it. 
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Chairman Shaw. Thank you. Dr. Bennett, and I thank also Mr. 
Wilson and Dr. Loury. 

Mr. Camp, would you care to inquire? 

Mr. Camp. Thank you, Mr. Chairman. Professor Loury, can you 
tell me why the rate of illegitimate births rose sharply in the late 
eighties? Has your analysis allowed you to draw any conclusions in 
that regard? 

Mr. Loury. Mr. Camp, no, I can’t. I am not aware of any analy- 
sis that has specifically, in the technical literature, that has specifi- 
cally addressed that question, nor can I think offhand of an^hing 
obvious that has changed in the environment of the late eighties 
to which one could attribute. 

Mr. Camp. All right. Dr. Bennett, you mentioned the drug prob- 
lem. My question is, how has the current welfare system contrib- 
uted to the rising crime rate and drug abuse in America, and what 
factors may have been involved? 

Mr. Bennett. Well, Mr. Camp, I think any police sergeant in the 
country vdll tell you that the day the welfare checks go out is a 
big day for drug buys. That is just the way it is. That is just the 
way the world works, and it has been in the drug literature. You 
know we have a phrase called “enabling behavior.” Unfortimately, 
in the case where people have reached bottom or close to bottom, 
they use what money is available to buy drugs. 

Second, the neighborhoods in which you are tpdng to do con- 
structive and positive things, are beset by open air drug markets, 
by the presence of criminals, and the like. Grood people don’t want 
to be on the streets. They may not want to walk to church or take 
that course in remedial education because of the threat on the 
street. 

When I was Drug Czar, Mr. Camp, whenever I went to a city — 
and I went to 105 cities — I would ask to be taken to the worst 
place. The place I almost always ended up was public housing. 
There was the world Jim Wilson described, a place of women and 
children. There were no men there, except of course the day we got 
there, when there were lots of cops, local bureaucrats, camera 
crews and so on. But about the only men around on a daily basis 
were the drug predators who were waiting to make their easy hits. 
So at least in those ways the two are connected, and in other ways 
too. 

Mr. Camp. Thank you. Dr. Loury, I appreciated your testimony 
and the complex factors that have resulted in some of the problems 
you are discussing today. Would you agree with the statement that 
welfare subsidies sustain illegitimacy? 

Mr. Loury. Yeah. The statement is true almost by definition in 
the sense that the entitlement status of the mother who presents 
herself with the child bom out of wedlock and is therefore able to 
receive the check both provides a direct subsidy and also becomes 
a lifeline, becomes a way of sustaining herself in that condition. So 
that is certainly tme. 

Mr. Camp. Thank you. Thank you, Mr. Chairman. 

Chairman Shaw. Mr. Ford. 

Mr. Ford. Thank you very much, Mr. Chairman. Mr. Bennett, in 
your testimony you stated that the social science evidence says ille- 
gitimacy is the surest road to poverty and decay. I would hke to 
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take issue with that statement and point out that according to the 
most respected social scientists, just the opposite is true. That is, 
poverty and decay are the surest roads to illegitimacy. 

I guess in the most recent data, 1988, the National Center for 
Health Statistics indicates that most teens do not want to get preg- 
nant for any reason. In fact, 85 percent of these teen births are un- 
intended. That means only 15 percent were intended and out of the 
15 percent, half of those births were to teens 18 and 19 who were 
in fact married. 

Mr. Bennett. What is your question, sir? 

Mr. Ford. Well, you make this statement that the surest road to 
poverty is through this out-of-wedlock birth. 

Mr. Bennett. You don’t think that is true? 

Mr. Ford. Well, it is clear that among teenagers from the ages 
of 15 to 18 in many cases, in the majority of the cases that, yes, 
that is true. But when you have to say that these kids are in pov- 
erty, then the teenage — I mean the teen pregnancies take place 
and once again they are still in poverty; it is not teen pregnancy 
and poverty, it is poverty and pregnancy. 

Mr. Bennett. But it may sure go a long way toward keeping 
them in poverty. I mean we do, Mr. Ford, know some things about 
what improves your chances of getting out of poverty, and I think 
the literature — I am going to have to yield to James Wilson or Pro- 
fessor Louiy here, they can comment as they wish, but I believe 
the literature is pretty clear that if you are in poverty and want 
to get out of poverty, there are certain conditions you need to sat- 
isfy. 

There are not a whole lot of them, but they are pretty straight- 
forward. Finish high school, get a job or marry someone who has 
a job and don’t, if you are a woman, don’t get pregnant before you 
get married. And I think that if you observe those conditions, your 
chances of moving up in American society are pretty good. If you 
don’t, I think they are pretty bad. But on the overall social science 
evidence, I would like to yield to my colleague. 

Mr. Ford. Should we take some preventive measures, though, 
before these teen pregnancies take place and let’s take a closer look 
at what Head Start does and how we can educationally, so- 
cially — 

Mr. Bennett. Sure. We should take a hard look at the evidence, 
we should take a hard look at programs. I will tell you one of the 
best programs I know of is a program my wife runs in this city 
called Best Friends. It is a program for teenage girls in the District 
of Columbia and it has an extremely low rate of pregnancy among 
the girls who participate. 

There are programs like this around the country. They need to 
be rigorously evaluated and assessed, but I believe it has been 
demonstrated that there are programs that can encourage young 
women in the direction they ultimately want to go. 

Mr. Ford. Mr. Wilson, you talked about out-of-wedlock births in 
15 European countries in your testimony with the charts from the 
Moynihan data. It is clear that out-of-wedlock births are high in 
other countries, but when you look at those teenage pregnancy 
problems and that other countries have generous welfare benefits, 
certainly it is not equal to the percentages that we are faced with 
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in this country if we are looking at just the welfare benefits them- 
selves when we talk about how we ought to cap families simply be- 
cause children are having children for the sake of welfare benefits. 

With generous benefits you see in other countries as you stated 
in your testimony, you will see that our teenagers are having a 
much higher rate of teenage pregnancy problems than they are 
faced with in other countries that have much more generous wel- 
fare benefits. 

Mr. Wilson. That is quite correct, Mr. Ford. That is why I want- 
ed to focus my testimony not on the relationship between money 
and pregnancy or money and welfare, but rather on the relation- 
ship between out-of-wedlock births and behavior. Because even in 
these other countries, in Sweden, in the United Kingdom, children 
born out of wedlock to a mother who never marries, are increas- 
ingly at risk for delinquency. 

Mr. Ford. And they are taking other steps in early childhood 
education, they have been able to give child allowances and protect 
the children before the teenage pregnancy problem takes place. 

Mr. Wilson. The problem is not whether we want to prevent 
teenage pregnancy, the problem is whether we prevent it among 
young women who never get married, because in no matter what 
country you do that, you are putting the child at risk, and reducing 
the risk to the children ought to be our primary goal. 

Mr. Ford. Why do you think cutting welfare benefits from teen- 
agers would force this problem to go away? 

Mr. Wilson. I don’t believe that taking welfare benefits away 
from teenagers would cause the problem to go away. I think it 
might ameliorate it. I think we don’t know enough yet about what 
would make this problem go away and that is why I would like to 
see the widest possible experimentation at the State and county 
level with the Federal Government serving as a monitor and eval- 
uator to see whether, instead of sending welfare checks to the 
young girl, it helps to send them to family shelters in which the 
mother and her child are raised in an environment that promotes 
a different set of expectations for the child and absolutely protects 
them from the drugs and alcohol in the streets. 

Mr. Ford. That family shelter that you are talking about would 
mean the mother and the child? 

Mr. Wilson. Of course, of course. Oh, absolutely. 

Mr. Ford. Thank you, Mr. Chairman. 

Chairman Shaw. Mr. McCrery. 

Mr. McCrery. Thank you, Mr. Chairman, and thank you, gentle- 
men, for your testimony today. Before I ask some questions, I just 
want to make it clear to anyone who may be listening to this dis- 
cussion that the bill under consideration, or that at least was at- 
tached to the Contract With America, does not call for cutting off 
Medicaid to children who are bom to teenage single women and 
does not call for cutting off food stamps. It only calls for cutting off 
cash AFDC benefits and housing subsidies, that is it. So we are not 
talking about throwing these kids out on the street completely, not 
giving them any support at all — we are just talking about cash and 
housing subsidies. 

Now, having said that, I would like to clear up at least a ques- 
tion that I have. I think Dr. Bennett directly addressed the ques- 
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tion of whether cutting off cash would contribute to solving the 
problem or not — or perhaps ameliorating the problem of teenage 
pregnancy, illegitimate births in this country. 

But Dr. Loury, you and Mr. Wilson kind of hinted around, but 
you never really hit it squarely. I would like to know from you, do 
you think that the steps that are outlined in the proposal that we 
are talking about, taking away cash benefits and housing subsidies, 
would have any effect, any positive effect on the rate of illegitimacy 
among teenagers in this country? 

Mr. Loury. Well, I think it is hard to say with any precision be- 
cause we don’t have scientific evidence. My gut is it would have 
some effect because it makes it now more difficult for the mother 
to contemplate. And so the incentives for her are moved in the 
right direction. But I am doubtful that it will have a big effect. We 
can argue about what is big. Big enough to make us think that we 
really made a dent in the problem. That is my sense of it. 

Mr. Wilson. Could I add one thing? 

Mr. McCrery. Sure. 

Mr. Wilson. The State of New Jersey has experimented with a 
cap on welfare benefits, denying extra benefits or increased bene- 
fits to a second child born to a woman already on welfare. Professor 
Jime O’Neil of Baruch College has written an evaluation of this, 
which you may be familiar with, and she does find some effect. It 
is a fairly well-done study with the usual scientific controls. This 
suggests to me that what common sense suggests is true; that if 
people can’t get money for having more children, they are less like- 
ly to consider having them. 

But I want to endorse Professor hoary’s view that neither her 
data nor any other data that I know of suggests that zeroing out 
the cash benefit or even materially reducing the cash benefit will 
make a dramatic difference, at least in the short run, as to how 
many children are bom out of wedlock. Because if this is a world- 
wide phenomenon, if it is the result of some cultural redefinition 
of what marriage and commitment is all about, we can’t expect 
that changing the cash income of a family by $100 or $200 a month 
is going to meike that big a difference. It seems to me that we have 
to think about changing the character and the commitment because 
that will make a bigger difference. The best way to do that 

Mr. McCrery. Unfortunately. 

Mr. Wilson [continuing]. Is to resocialize those children. 

Mr. McCrery. If I might grab back my time. Unfortunately, 
some of those things aren’t within the power of this Subcommittee. 
The welfare program is, though. And so I am going to take the lib- 
erty of saying that you both agree with me that at least this would 
be a positive step toward fighting the problem of illegitimacy in 
this country. And if you disagree, I will give you a chance to say 
that. 

Dr. Bennett, one word from you, though, about your suggestion 
and your praise of the move toward devolution of authority for 
these programs to the States. I agree that the best system would 
be for the States to handle these programs, for the States to raise 
the revenues to support these programs and for the States to create 
them and manage them. 
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However, we are a long way from there, I think. While I agree 
with your general statement that devolution of power to the States 
is desirable, I think, at least for now, we need to have some guide- 
lines from the Federal Government to the States, such as a work 
requirement, such as time-limited benefits, such as no cash to teen- 
agers having babies. Do you agree with me that we ought to, at 
least for now in maybe a transition period, attach a few strings to 
the money that we give back in block grants to the States? 

Mr. Bennett. Yes, you may decide that is the most plausible 
way to go. I think that in many ways the political question, Mr. 
McCrery, turns on what you think you can work out most coopera- 
tively with the Governors. I would think in terms of principles 
rather than rules in terms of your guidelines, because I think it is 
important to let the States try some things. About the only suc- 
cesses we have, I think you will agree, in this whole universe of 
welfare have come from State initiatives. The evidence shows that 
there have been some successes, some modest improvement in New 
Jersey, in Michigan, in Wisconsin. So I would want to encourage 
in that direction. 

We also need, as Professor Loury said, to try a host of different 
things, different kinds of institutions. Remember, your task here is 
finite. You cannot fix this problem. You are only the Federal Gov- 
ernment. This is a cultural problem. It is a moral problem of tre- 
mendous dimension. You cannot, if you do everything right, end il- 
legitimacy in this country because of the other things that are in- 
volved. Do not commit the fallacy of the sufficiency of government, 
now a Republican sufficiency of government substituting for a 
democratic sufficiency of government. 

Mr. McCrery. I agree with that. However, surely you wouldn’t 
suggest that we allow the present system to continue as it is? 

Mr. Bennett. No, sir. I think that is what is critical, is that we 
look at the present system. When people say what will happen 
here, what will happen there, what will happen to this child, what 
will happen to that child, against what standard, Mr. McCrery? It 
has to be judged against the current standard. Look at what the 
last 30 years have wrought. Look at the body count. And then try 
some things. Whatever you do, don’t stay the course. 

Mr. McCrery. Thank you. We are going to have to recess for just 
a moment. The next questioner will be Mr. Collins followed by Mrs. 
Kennelly. We will recess for as short a period as possible. Probably 
about 10 minutes. 

[Recess.] 

Chairman Shaw [presiding]. If the guests could be seated and 
the Members take their places, we will commence with the ques- 
tioning. 

OK, Mr. Collins, you will inquire, followed by Mrs. Kennelly. 

Mr. Collins. Thank you, Mr. Chairman. 

Mr. Wilson, you mentioned both compassion and responsibility, 
the fact is that this Nation is one of compassion. All of us are very 
compassionate when it comes to people who are in need. But with 
compassion comes good intentions. There is an old saying that the 
road to the poorhouse was paved with good intentions. And I think 
that is what has alarmed this whole Nation — the fact that many 
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things that we do out of compassion and out of good intent have 
led us into a deficit situation. This Nation is flat going broke. 

Also, in the area of responsibility, I think the Nation as a whole 
wants to see more responsibility, more responsibility from the indi- 
vidual in the area of families. And I think some of the ideas that 
we are trying to put forward which will stop giving cash benefits 
to certain people of certain age groups may, in some way, assist 
with that responsibility. Do you not agree with that? 

Mr. Wilson. I share your view that it is desirable to reawaken 
our sense of responsibility and not to have programs that erode it. 
My view is, however, that to get from this world where that sense 
of responsibility has broken down to that world in the bright future 
where it will be alive and well and require no government program, 
we have to move through several stages of rebuilding generations 
that are now at risk for being lost. And it seems to me one of the 
reasons why I would like to see some part of cash benefits go to 
fund family shelters is because I believe that the fundamental mis- 
take we are making is to think that the government can act on the 
individual directly. 

The government can best act through mediating institutions. I 
would like to see the generation of children bom yesterday, about 
the same time my grandson was bom, and the generation that is 
going to be born next raised, if they are at risk, in an environment 
where they are taught responsibility, as well as compassion, and 
protected from drugs and alcohol and grow up not believing if you 
are a male that a sign of respect and reputation in your neighbor- 
hood is your ability to impregnate more than five women. 

Mr. Collins. I agree with that. I have no problem with that. 
That leads me to the next phase of my questioning, and that is that 
in the steps that you mentioned, it is kind of common knowledge 
that we are overall at least a generation away from making an 
overall change in the situation. In the attempt to change that gen- 
eration, based on what has happened in the last 30 or 40 years, 
should we phase in steps to make those corrections? And any of 
you can join in. And I want to give you an example of phasing in. 
The Georgia Legislature, in 1992, on an education bill that was 
going through, put a provision that just simply said that the year — 
in the year beginning 1996 that any child who was 16 years of age 
who dropped out of high school or did not enter into some other 
type of educational program, like a GED equivalency, and they 
were on — receiving AFDC benefits, they would lose those cash ben- 
efits. 

Now, the key point was 1996. That left the gap for those who 
were 16 to 20 to be phased out of the system and not affected. It 
also gave 4 years for those who would be entering into that situa- 
tion the thought that they need to prepare to finish school or con- 
tinue their education. Do you think there are other areas that we 
could do that type of phasing out or phasing in of programs that 
would assist people and still shift some of the responsibility? 

Mr. Wilson. I think there are many such programs. I think we 
might want to phase in a program where the AFDC check must be 
given on condition that the father has been unambiguously identi- 
fied so that at least child support can be collected. 
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Mr. Collins. The question is, though, at what point in the future 
should these types of regulations or changes in law go into place? 
Should they be immediate? Should they be 2 years, 4 years out? 

Mr. Wilson. I don’t think we yet know enough to have one na- 
tional rule that fits all the States. What we have learned about the 
relationship between welfare and work and the promise of certain 
workfare programs was the result of State initiatives extracted 
from a reluctant Federal Government. What we know about poten- 
tial welfare caps were State initiatives extracted from a reluctant 
Washington. 

What I would like to say is not, “What is the date certain by 
which these things should be phased in?” but how best, using our 
fiscal resources and legislative imagination, can we encourage a 
sufficiently radical level of State experimentation so that in 1996 
or 1997 we really know what works. 

Mr. Collins. Thank you. 

Chairman Shaw. The time of the gentleman has expired. This 
panel can only be with us approximately another 20 minutes. They 
have another commitment requiring them to leave at 11:40, so if 
we could expedite the questions. 

Mrs. Kennedy. 

Mrs. Kennelly. Thank you, Mr. Chairman. 

Mr. Chairman, I don’t want you to think that my willingness to 
go along with regular order did not highlight my disappointment 
that there was not another witness at this table. I can’t speak for 
Dr. Loury or Dr. Wilson, but I know Dr. Bennett as millions of 
Americans know him on television. 

You not only do not mind a different philosophical viewpoint, you 
delight in it. And I think this problem before us that we want to 
solve needs every philosophical point of view and every idea that 
we could have. So I would hope we could get one of our representa- 
tives just so we could have more ideas. 

I was listening to you, Mr. Wilson, about what happens when 
you have a community where you have more than you need, obvi- 
ously, and more than you would want of unwed mothers with chil- 
dren and you said that the first person to step in at a certain point 
is the police. And I just would like to keep the record straight, hav- 
ing looked at this question and having been stud^ng this question 
for years, especially as a city councilwoman and living in an urban 
center, the grandmother is often the intervener, the protector, the 
one that tries to make it work when it falls down for the child. And 
so I would just like to give her credit, because she is the one who 
tries to keep the police from the door often. 

Having said that, there is one other thing I would want to say. 
I would hope that as we move together — all of us want to lower the 
number of out-of-wedlock births. There is no doubt about it. It has 
gone beyond acceptability, it has gone beyond what we can handle. 
But in the process, let’s don’t stigmatize the child as it used to stig- 
matize you if you were illegitimate. The Catholic Church wouldn’t 
ordain somebody that was illegitimate. I couldn’t figure that one 
out, but that was the way it was. And I would think no matter how 
conservative you are, you would know that there are going to be 
unintended births, we have to deal with that. 
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The other day we had a panel of experts on adoption, and they 
were here about the tax credit in the Contract for adoption, and we 
all think that is — that it is a good idea for special needs children 
especially. But these experts kept getting back to the fact that they 
were afraid that the adoption assistance program that we have in 
place for special needs children would be hurt and that if we 
didn’t — if we just gave across-the-board credit and we didn’t give 
to it the special needs, those children would be in foster care and 
be hurt. \^en I asked these experts if they thought this plan to 
have a child under 18, not have assistance, insisting that the 
child — and it is a child, 15, 16 years old, in the home, we asked 
them did they think it would increase adoption, they said no. What 
they were afraid of is that the child would be in the home. Because 
every mother loves their child, and the child would stay there for 
maybe 2 years, then be put up for adoption when they are a special 
needs child. We know some of these homes are dysfunctional 
homes. Have you thought out what we do — now, I know what you 
are saying, Mr. Wilson, nonprofits. Do you think there is a possibil- 
ity that we will come up with any funding for a home for the moth- 
er and the child so the atmosphere can be a good atmosphere? I 
mean, what do we do if this — in our haste to reform, we get more 
special needs children and that is — that is the result and we are 
looking around at that some years from now? 

Mr. Bennett. Well, let me comment first, we may disagree. I 
hope we will restigmatize, Mrs. Kennelly. That is the only way I 
can put it. Not the child. You should not stigmatize the child. They 
should not be stigmatized or blamed for things. 

Mrs. Kennelly. You hope we will restigmatize? 

Mr. Bennett. No, the child should not be stigmatized. You 
should not be blamed for things over which you have no respon- 
sibility. But unless we start stigmatizing these men, for example, 
the men Jim Wilson cited who think it is a show of macho and 
maleness to impregnate five women, unless we can as a society 
stand there and say this is wrong, we are finished as a society if 
we don’t know that fundamental difference. 

Mrs. Kennelly. Dr. Bennett, I thank you for saying that. 

Mr. Bennett. Good. 

Mrs. Kennelly. Because in the Contract, we don’t even address 
that. It is all the woman’s responsibility. I thank you for that. 

Mr. Bennett. Well, I am glad we agree on that. It is a very im- 
portant part of it. As with the drug war, as Mr. Rangel can remem- 
ber, it was only when we got to the point where we could say drug 
use was wrong that we started to make some progress. 

Mrs. Kennelly. Thank you for that, too. Because along this re- 
form area that we are going, we have preventive drug programs 
that look like they might be under attack, also. And Dr. Bennett, 
I live in a city. I know how hard it is to get that young woman from 
her bedroom, her living room 

Mr. Bennett. Right. 

Mrs. Kennelly [continuing]. Out to the street when those drug 
dealers are there. That is when impregnation often happens, when 
those people are around, don’t have drug training. Go into the pris- 
ons on a drug charge and come out as a serious drug user. So 
thank you for that, too. I hope you talk to people who you influence 
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and make sure they are aware of unintended consequences as we 
move toward the need for reform. 

Mr. Bennett. We are bound to have unintended consequences 
pretty much no matter what we do. But the thing that I want to 
emphasize is that the burden of proof has got to be on anyone who 
wants to say that we shouldn’t experiment, we shouldn’t try dif- 
ferent things, that the current system is fine. On grounds of body 
count and compassion, the current system has to end. 

Mrs. Kennelly. I agree with that, too, sir. 

Chairman Shaw. The time of the gentlelady has expired. 

Mr. English will inquire. 

Mr. English. Thank you, Mr. Chairman. 

Secretary Bennett, many in the welfare reform debate, particu- 
larly on the left, seem to be associating compassion with aggregate 
levels of Federal spending on welfare programs. In your view, is it 
possible to reform the current spending levels for welfare? 

Mr. Bennett. Yes, I imagine you could. Money is not the issue, 
to me. That is not the part I care about. I think the American peo- 
ple would be happy to pay the bill that they are pa 3 ang now if it 
worked. We have been upping this bill for 20, 30 years. I think if 
we were getting results, the American people woidd say fine, pay 
it. But things are getting worse, not better. 

My guess is — my guess is that you could probably do it for less, 
but it all depends. It depends a lot, I think, on what gets funded, 
what takes the place of things that are now being funded. Some 
things will be more expensive, some won’t be expensive at all. 

I just want to make one point. The single most effective thing 
that can happen to a person is for that person to examine his or 
her own conscience and decide they want to change their lives. I 
am thinking here about some of these men again. I don’t know how 
we get to them. But I will tell you what I learned in the 105 visits 
as Drug Czar. Life refocusing efforts that do not have a moral or 
spiritual component are doomed to failure. 

In the business of welfare and drug treatment, if we are not in 
the life refocusing business, we are wasting our money. And I think 
the three of us believe that you have a much better bet using your 
resources — maybe a smaller amount of resources, in an institution 
which can address the person at a moral level and at a level of per- 
sonal responsibility and a religious level than through a govern- 
ment bureaucracy. I just thiri your odds of success are better 
there. If I have spoken incorrectly 

Mr. English. So aggregate levels of spending then are a blunt 
instrument for assessing a policy 

Mr. Bennett. Absolutely. 

Mr. English [continuing]. When it comes to welfare reform. 

Dr. Loury, you have spoken very eloquently on the limits of the 
ability of welfare policy to address some of the underlying concerns. 
Let me ask you, in your view, how can government policy best ac- 
commodate those character-forming institutions you talked about 
in your testimony? 

Mr. Loury. Well, I would like to associate myself with some of 
the things that Jim Wilson has been saying about trying to get in- 
volved in interacting with the recipients. We must look to those in- 
stitutions that have the authority and the fine discriminating ca- 
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pacity in the way in which they interact with these women and 
their children, to be able to help them change their lives, help the 
women change their lives. That is, when the check or a part of the 
check goes to the church, then the church and the congregation of 
people who know the community, who know the local situation and 
who have a history of involvement and concern with the person, 
can bring all of that to bear in saying let’s assess the situation; 
what is needed here? What can you do? Are you really trying? Did 
you do the right thing, and so on. They can project to that person 
a set of ideals credibly. Not preach at them from a mountain on 
high, but put to them in terms that they can understand in their 
own language and the concrete conditions of their own lives and 
say, look, John over here is living the right way, Judy over here 
is living the right way, we want you to be able to do that, too. We 
want to help you. We are concerned about you. This is what you 
have to do. We are going to be here for you but we expect some- 
thing from you. 

When you have all of that, it seems to me, you have the ability 
to truly reach someone. And I think the policies should at least 
allow the possibility of invoking that kind of institutional capacity. 
And it may be that the design of that policy at the State and local 
level would be more likely to succeed in both identifying and hold- 
ing accountable these local institutions for the doing of this kind 
of work. 

Mr. English. Thank you. Dr. Louiy. 

Thank you very much, gentlemen. 

Thank you, Mr. Chairman. 

Chairman Shaw. Ms. Dvmn will inquire. 

Ms. Dunn. Thank you, Mr. Chairman. 

Welcome, gentlemen. Obviously, the goal of this welfare proposal 
that is in the Contract, what we are trying to devise today is to 
reform welfare in order to break the cycle of poverty that we be- 
lieve begins with the young unwed mother having an illegitimate 
birth. I think it is a great tragedy. But for my edification, I would 
ask each of you to define for me a term that I think has gotten 
badly mischaracterized in this debate and consistently as we work 
toward a new paradigm, I would like to know from each of you how 
you define compassion. 

Mr. Bennett. Well, it is one of the virtues. Compassion literally 
means suffering with someone. Compassion isn’t cheap. Compas- 
sion isn’t just sort of tearing up while you are watching a soap 
opera. Compassion in the traditional sense, the moral, religious 
sense of the American tradition is to suffer with someone, and that 
means to be with someone, to act in a way so as to try to alleviate 
pain. This is very important vis-a-vis Mr. English’s question be- 
cause some people have argued, I think fairly persuasively, that 
simply sending money from the Federal Government is not only not 
a compassionate act, but you are trying to buy out of compassion. 

The real compassion is volunteer work, that work that is done in 
churches, communities by a large number of American people. 
There is a problem in a society when you ask how compassionate 
are you? Well, look at the size of our budget. Well, what do you do 
with somebody? Do you work with an organization? Do you help 
children? No. But I sent my check last month. You can’t get there 
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from here. We are human beings. Some of this has to be done in 
a human-to-human way. That is what compassion is, actually suf- 
fering with other people. 

Mr. Loury. He is the author of the “Book of Virtues” so I don’t 
know if I can add anjrthing other than to say I would have said 
something about a deep and abiding concern for the welfare. I 
think that is implied by what Dr. Bennett has said, for the welfare 
of another. And that that involves a respect for the dignity and 
worth of the person and that sometimes the way in which that con- 
cern and respect is shown is not by what it is that you have given 
but by what it is that you expect of the person. 

Mr. Wilson. Compassion arises because of the natural feeling we 
have for our own children and they for us. If you think what com- 
passion means in a family, it doesn’t mean letting a 6-year-old do 
whatever he wants. It means coupling love with expectations, cou- 
pling concern with responsibility. It means tough love. 

Programs that change people by spiritually or morally refocusing 
the lives of people are based on that philosophy; 12-step programs 
are compassionate programs but they do not let you get away with 
just anj^hing. They hold you to very high standards of behavior. 
And they do it without any money, without any bureaucracy. That 
is compassion. It is not a warm, fuzzy feeling. It is an engagement 
that reconciles love with expectations. 

Ms. Dunn. Thank you. .^d since I am still imder the deadline, 

I ask you my second question which, in my mind, relates to what 
you have just done for me. If you were writing this welfare reform 
plan as we are at this moment, what would your proposal look like? 
What would you include in it? Where can we make a difference? 

Mr. Wilson. Could I start? I don’t know how to write bills. I am 
an ivory tower professor. But I would hope some way could be 
found to encourage the States to use the cash component or all of 
the component of welfare, the welfare package, to experiment radi- 
cally with very wide alternatives, subject to only two real condi- 
tions: That they have to be done on a racially and ethnically non- 
discriminatory basis 

[Disturbance in hearing room.] 

Chairman Shaw. I would remind the lady that you are a guest 
here. If you would please be seated, you are welcome to stay. Oth- 
erwise, I would ask that you leave. Can I ask that the ladies be 
removed from the hall if they cannot act as our guests. 

Mr. Ford. Mr. Chairman, they sound pretty good to me. It 
sounds as if we ought to let them speak and replace these three 
men. 

Chairman Shaw. I would ask the Ranking Member of this Com- 
mittee to please support me when I am trying to maintain order. 

Mr. Ford. Mr. Chairman, I do support you in maintaining order. 
But I think they have made the point that we have made on this 
Democratic side of the aisle. We have three males talking about 
problems that women are faced with in the poor communities of 
our society. I respect all three of them. 

Ms. Dunn. Mr. Chairman. 

Mr. Chairman 

Mr. Ford. I don’t think they are that much of an expert. 
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Ms. Dunn. Mr. Chairman, I am a woman member of this panel. 
I am very interested in what our witnesses are saying. I would ask 
that they be allowed to continue. 

Chairman Shaw. We will have a balanced hearing, but we are 
going to proceed in an orderly fashion. 

If the gentlelady from Washington will proceed. 

Ms. Dunn. Thank you very much, Mr. Chairman. I would ask 
that our witnesses be allowed to give us their point of view. As the 
only woman Member of this Subcommittee, I happen to be very in- 
terested in all pieces of advice. We are writing an important, ex- 
pensive bill. It is time to get on with solving this problem that the 
people have elected us to address. 

Gentlemen. 

Mr. Wilson. I apologize, Mr. Chairman, for being male, but it 
was a matter beyond my control. 

I would hope that the bill could, by a use of guidehnes, prin- 
ciples, or financial incentives, or all of the above, encourage the 
most radical experimentation among States in alternative ways of 
supplying child care to yoiuig people who are in the predicament 
we are describing. And that would include family shelters, mater- 
nity homes, welfare caps and other devices. 

One of the remarks I heard from a person before she left the 
room was that many persons on welfare have suffered from abuse. 
That is indeed true. And that is why dealing with this problem as 
if we were sending checks from the National Treasiuy to an indi- 
vidual ignores the social context into which these problems have 
emerged. It sends checks to people who may be suffering from 
these problems, passing these problems on to their children and 
living in communities where there is no succor. 

It seems to me establishing a mechanism whereby we fund, at 
least in some places, self-contained communities, invented commu- 
nities, homes to do this, we would learn more than we now learn 
by either spending more money or less money to individuals. And 
I think the Federal Government ought to reserve out of the welfare 
budget a small amount to be used for careful and objective evalua- 
tions of what these States do. We have learned a great deal from 
what MDRC has told us about workfare. And our knowledge is 
vastly greater because of the work of Judy Gueron. We must do the 
same, I think, with new inventions. 

Chairman Shaw. The time of the gentlelady has expired. 

I would like to yield at this time to Mr. Rangel, who will be the 
last questioner. 

Mr. Rangel. Thank you, Mr. Chairman. 

I hope this panel would not believe that it would not be a panel 
that I would not have personally and politically selected. So I hope 
that you don’t have a stigma merely because the Republican lead- 
ership selected you. I just wanted to make certain that we partici- 
pate in the selection. 

We all a^ee there is a serious problem. We all agree that the 
Democrats in 40 years have not provided a solution and we soon 
are going to agree that the Republicans haven’t come up with one. 
One thing that is abundantly clear is that we are going to have to 
do something about it because it is terrorizing the communities 
where people are trying to find hope for the future. 
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I, like Mr. Bennett, was raised without a father, but I bet you 
we were raised in communities where men and community leaders 
felt they had an obligation because of racism and segregation. 
Black professionals couldn’t get out of my community, so I went to 
church and I saw lawyers and I saw doctors. I bet you that every- 
one had an opportunity to get a job. We had low-level jobs that peo- 
ple could get that gave you dignity and hope that you could do bet- 
ter. But we are not talking about that today. Those were the good 
old days, even though I didn’t know it. 

But today, a large number of the people that we are talking 
about, if we are allowed the luxury even to forget their color, since 
you know, it embarrasses some people to talk about it, if we just 
pick the communities of the highest poverty, the highest unem- 
ployed, the highest homeless, the highest number of people, Mr. 
Bennett, who are addicted, the highest nvunber of people that are 
selling drugs on the street, the highest number of people that have 
relatives and family in jails, I bet you that we would be dealing 
with the mothers that are having these children. We used to be 
able to say imwanted children. But when a teenager can have so 
little hope for her life, so little expectation of marriage, no stigma 
at all that she wants this child just for love, we got a problem. 

And these kids that we are talking about are running around 
with pride knowing that they can bring in a life and just walk 
away from it, one of the problems that they have is that they know 
one thing: When we talk about America and high-tech jobs and all 
of these international agreements, they know you are not talking 
about them. They know that people are not leaving those schools 
getting jobs. They know that they have no hope for the future that 
they would become a part of the American dream, and quite frank- 
ly, if it wasn’t for 4 years in the Army, 1 year in combat and the 
G.I. bill, I would not have had more self-esteem than I deserve 
coming from the community in which I came from. 

So what I am saying is that while the experts come up with their 
solution, no one is going to challenge me that if we did in these 
communities what we are prepared to do this week for Mexico, to 
give a guarantee of $40 billion to educate its people, to make them 
productive, to make them competitive, to make them consumers, to 
buy American goods, I bet you one thing; If we did that in these 
inner cities, you will tell me that the persons that are working, 
that are educated, that are producing and contributing to society 
are not the ones creating these problems. You know it and I know 
it. But we don’t talk about investing in these communities. We are 
now talking about solutions that if it is possible are worse than 
democratic solutions that are in this bill. So my question is this; 
Since we all agree to the depth of the problem, let’s find out some 
of the solutions that are recommended and see whether or not you 
would agree with me that as bad as Democrats were, this ain’t 
much better. 

They wo\ild suggest that as we allow the States to experiment 
with alternative ways to deal with this problem one of the things 
mandated is that if the mother is 18 years old and not married, pe- 
riod, end of story, no benefits for the child for the rest of his child- 
hood. Does that make any sense at all? They would suggest that 
if someone was on welfare and got pregnant the second time, they 
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don’t want to hear any excuses. That pregnancy means you should 
never expect anything for the second child. They would suggest 
that if a woman got pregnant and the father was identified and the 
State did nothing to establish paternity that it is not the State’s 
fault. No benefits for the child because paternity was not estab- 
lished. 

Now, we want to really try to deter these births, but if we all 
agree that these kids want these children and that dollars are not 
the motivation that they are doing it, I think you would agree with 
me that these solutions are not the answer and that we should con- 
tinue to come together and work together to try to find out whether 
we can do better. 

Mr. Chairman, I hope that we can get this panel together in a 
room and in an unpartisan way, and not look at each other’s reg- 
istration cards, even though I suspect Dr. Bennett’s is different 
from mine, and see whether or not we can come up with some an- 
swers, because we have agreed on the depth of the problem and 
what is causing it. And whether poverty is causing illegitimacy or 
whether out of wedlock is causing poverty, who cares? We want to 
stop both. 

Thank you, Mr. Chairman. 

Chairman Shaw. Thank you. Thank you, Mr. Rangel. And I 
would like to thank this panel. My apologies to Mr. Neal. 

Mr. Rangel. Mr. Chairman 

Chairman Shaw. Because we are out of time. 

Mr. Rangel. The only thing I wanted to know is whether or not 
these three points, the 18-year-old cutoff, the no-paternity/no- 
benefit, and the fact that if you are not working in 2 years, wheth- 
er there are jobs there or no jobs there, are supported by any of 
you? 

Mr. Ensign. Mr. Chairman, we didn’t get a chance to question. 

Chairman Shaw. Mr. Ensign did not question. I would ask the 
panel to reply to Mr. Rangel in writing to those questions. 

[Mr. Wilson’s reply follows:] 

We now know so little about how best to reduce welfare spending, enhance the 
lives of the affected children, and facilitate the mothers’ movement into the work 
force that I would support a few carefully controlled and carefully evaluated experi- 
ments doing each of these things in interested States. Only by doing this can we 
assess the costs and benefits of these strategies. Until we learn these things, I 
would oppose a blanket Federal ban that would deny benefits to any girl under the 
age of 18, to girls that fail to establish paternity, or to girls unable to find work 
within 2 years. I would, however, support a Federal law that allowed States to try 
these things, provided that Federal funds were supplied to evaluate their efforts. 

Mr. Rangel. You can nod your head if you want if you agree. 

Mr. Bennett. It is more complicated than that. Remember the 
old drug war days? We have put a treasure, a fortune, into our 
cities and the results aren’t too good, I will tell you. I don’t know 
how many trillion dollars we have put in programs and the results 
are not impressive. If we could have bought our way out of this 
problem, things would be a lot better now than they actually are. 

Second, I would actually support some of those proposals in some 
places to see what works. You want to do something different prob- 
ably in South Dakota than you want to do in New York City. But 
yes, I think that the kind of thing they did in New Jersey, some 
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of the proposals that you mentioned ought to be tried in some 
places. 

Again, you have to measure this against the benchmark of what 
we have got now, and what we have got now is disaster. I actually 
think that in some places if you adopted the rule that any child 
born to somebody under 18 will not receive Federal funds, you 
would actually see fewer children bom out of wedlock. You would 
see less misery. You would see some break in the cycle. 

It wouldn’t eliminate it, but I think in some places this would be 
a very rational and intelligent way to go. My own guess is, as I 
said before, is that we are going to have our best luck, our best suc- 
cess working through those mediating institutions where the mes- 
sage is not just cash, but cash plus expectations. Some demand, 
some expectation that people adjust their behavior. But we have 
got to get the burden of proof right. 

This ridiculous debate that has gone on the last few weeks about 
snatching babies from the arms of mothers to throw them into or- 
phanages, there is no snatching of babies. Mothers are being — ba- 
bies are being thrown by their own mothers into dumpsters, out on 
the street, put on radiators. I mean, we have got catastrophes 
going on now in many of our communities. 

That little boy was that buried in Chicago, that 11-year-old that 
was buried with his teddy bear, he was — as the Cook County social 
worker said, this boy was a sociopath by the time he was 3 years 
old. And there are hundreds of cases like that every month. So you 
know, the burden of proof has to be better than what we have got 
now. I think you could try a dozen things. My guess is if you were 
sensible about your dozen, eight of them would be better than what 
we have got now. 

Chairman Shaw. Thank you. I would like to thank the three 
members of the panel for being here with us today. 

Moving on to the next panel, I have consulted with Mr. Ford, 
who agrees with me, we are going to have a reverse in order and 
it certainly is in no way slighting the second panel. But the third 
panel is on their lunch hour and they have to get back to work. 
And I would like to go ahead and get them on. 

At this time I would like to introduce Pam Harris White of Dis- 
trict Heights, Maryland. She is a property manager for a private 
employer. She is a former recipient of Aid to Families with Depend- 
ent Children. Our other witness is Amy Hendricks of Temple Hills, 
Maryland. She is a student and former recipient of Aid to Families 
with Dependent Children. 

If these two ladies would please sit down at the witness table. 

Mrs. Kennelly. Mr. Chairman. 

Chairman Shaw. Yes. 

Mrs. Kennelly. May I just make a point about what happened 
a few minutes ago. 

I certainly do not condone, would never condone public interrup- 
tion of committee meetings. But I would just like to make a point 
of what is happening out in the country. Women are being very 
frustrated and a lot of our initiatives on welfare reform is the re- 
sponsibility of the woman, responsibility of the mother. This is to 
highlight the reason why some of us think child support enforce- 
ment legislation should travel with this legislation. Those young 
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women that just spoke up from the audience drove down this morn- 
ing, I understand, from Massachusetts with a 2-year-old. You 
should try being in a car with a 2-year-old for 8 hours. And what 
they are saying, they are frustrated that they are not being heard 
from. We understand we have a witness situation. If child support 
enforcement was looked on as important as welfare reform, I think 
we could satisfy the lack of understanding that we are dealing with 
helping women as well as tiydng to make them take the entire re- 
sponsibility for what is happening in this country. 

Chairman Shaw. I would like to address this issue and I think 
the gentlelady from Connecticut will be glad to learn that I intend 
to offer an amendment to the bill on precisely what you are talking 
about, and that is the child support enforcement provision. We are 
working with the administration now and hopefully we are working 
with your staff also in order to come up with a noncontroversial 
amendment that all of us can agree to. 

Mrs. Kennelly. I am very glad to hear that, Mr. Chairman. 

Chairman Shaw. OK. Ms. White, would you please proceed with 
your testimony? We have the written testimony that we will place 
in the record and you may proceed as you see fit. 

STATEMENT OF PAM HARRIS WHITE (FORMER RECIPIENT OF 

AID TO FAMILIES WITH DEPENDENT CHILDREN), DISTRICT 

HEIGHTS, MARYLAND 

Ms. White. Good afternoon. My name is Pam Harris White, and 
I would like to thank the Committee for giving me the opportunity 
to provide testimony. You are to be commended for getting input 
from persons who have received welfare and can relate to the ques- 
tion of welfare reform from a frontline perspective. 

A word about myself. I believe my experience on welfare is a mi- 
crocosm of the issues, problems and challenges faced by single par- 
ents, a valuable resource in determining how best to reform the 
system. Thank you. I am a 39-year-old mother of four children. I 
had my first child at the age of 15. This dramatically changed my 
life because although I lived with my parents, I dropped out of 
school to care for my child. As a young dropout with no diploma, 
no marketable skills, no child support, I applied for and received 
public assistance. This started a vicious cycle and what I call the 
yo-yo sjTidrome. I wanted to work. I tried to work. However, I did 
not make enough money to support my family. And so I found my- 
self back on welfare. I did obtain my diploma but my lack of skills 
stopped — they still provided my, you know, with a stumbling block. 
So the cycle continued. I got married. I got divorced. And now with 
four children, I was back on welfare. 

I was well below the poverty line and began to wonder how and 
if I would ever make it. My hope and motivation was always my 
children. I became determined to do whatever was necessary to en- 
sure that they had the opportunity and did not have to experience 
life the way that I had experienced it. So I found a program called 
Project Independence which was for single parents. The program 
gave me the thing that I lacked. That was skills. 

Today I am gainfully employed as a property manager and I am 
totally independent of welfare. I want to add with pride that all of 
my children are doing very well. My oldest son is the — he is in his 
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last year of law school. Next to him is my yoimgest son. He has 
his own business. My two daughters are doing well in middle 
school. 

I bought and purchased my own home. They are all drug free. 
They have never been involved in criminal activity and I am not 
a grandmother. 

Now, to the focus of the deliberations today, my life experience 
tells me that while illegitimacy obviously increases the welfare 
rolls, that most women do not become pregnant to get welfare, nor 
do they have additional children to increase their benefits. Rather, 
the causes of teen pregnancy are multiple. 

Teens tend to act before thinking of the consequences. Poor moti- 
vation and lack of education are key factors. I must also add that 
a lack of values and the dechne in the morals and religious beliefs 
are also reasons why teen pregnancies occur, with the high cost to 
both the person and to society. 

To close, I beheve welfare reform needs — I believe welfare needs 
to be reformed. It must be time limited so that there is clearly a 
beginning and an end. There should also be performance stand- 
ards, which the recipient must meet to continue to receive welfare. 
Examples of these standards are community services, skill training 
and responsible parenting. There should be something you work 
for, not wait for. 

Finally, there needs to be a strong support system that is there 
to encourage the support during the downtimes that are sure to 
occur. The PIC Program provided me this support. We must tell it 
on the mountain that welfare is not an end but a means to an end, 
employment and self-sufficiency. The reform package must supply 
the resources, the tools to enable the welfare recipient to gain the 
necessary skills to be truly independent. 

I again thank you for the opportunity to testify. 

Chairman Shaw. Thank you for your testimony, Ms. White. 

Ms. Hendricks. 

STATEMENT OF AMY HENDRICKS, STUDENT (FORMER RECIPI- 
ENT OF AID TO FAMILIES WITH DEPENDENT CHILDREN), 

TEMPLE HILLS, MARYLAND 

Ms. Hendricks, (jrood morning. My name is Amy Hendricks and 
I am a high school graduate and I come from a very motivated fam- 
ily. I went to college. While in college I became pregnant and had 
a baby out of wedlock. I dropped out of college and I had my son. 
Two months after my son was bom I was awarded assistance, 
AFDC, Aid to Families with Dependent Children. 

The reason why I got on welfare was because I didn’t have the 
education or possess the skills necessary to get a job that would 
support my child and myself. With no serious career plans, I could 
not support or provide my son with the things he needed, such as 
child care, transportation, food or shelter, and I realized early that 
I could not make it without an education or specialized skills train- 
ing, because I wanted my son to have an opportunity in life. 

\^at it was like for me being on welfare is that I was on welfare 
for 7 months. During those 7 months, I would sit down and cry be- 
cause I was so fmstrated and depressed. I knew I didn’t want to 
be on welfare. I wanted — my goal was to finish college. 
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At the time I applied for welfare, nobody in the system, the in- 
take worker or anyone else discussed with me ways or assistance 
to make welfare short-term. While at home, I knew I wanted a col- 
lege education, but I could not make the connection to get back in 
school. I was being pushed back and forth in the system. 

As I continued to ti^ to find a way off welfare, the system told 
me to wait until my child was 3 years old before I could get into 
a program, but I just couldn’t accept that. That is when I got mad 
and I began to fight. I started going back asking questions of my 
caseworkers, exploring on my own options that were available to 
me. 

Through this exploring, I foimd the Project Independence Pro- 
-am, which is run by private industry counsel. My son, Jason, has 
just turned three. If I had done what the system wanted me to do 
and just waited, I would just be in the process of going to school. 
But instead, I am graduating May 25, 1995, at 7 o’clock from 
Prince George’s Community College, and I have been accepted to 
the University of Maryland information systems and management 
program. I am so glad I am a fighter because the system tried to 
keep me down, but I would not let it. 

We need a welfare system that will help people when they are 
down and out, not keep them down. Thank you. 

Chairman Shaw. Thank you for your very fine testimony. 

Mr. Ensign. 

Mr. Ensign. Thank you, Mr. Chairman. I applaud both of you la- 
dies for your tremendous show of courage. Vhien I was a young 
man, my parents were divorced and so I grew up with a single 
mom until my mom married later in life, and so I experienced a 
lot of things. 

But 30 years ago, when she would have actually made quite a 
bit more money going on welfare at the time, there was quite a bit 
of a stigma attached in the community to go on welfare. What we 
did is we lived with other families, my grandparents helped out 
quite a bit, would help buy our schoolclothes. There doesn’t seem 
to be that support system any more in the community with families 
nearly like there used to be, and there also doesn’t seem to be the 
stigma attached to going on welfare, so that it is easier in some 
cases where someone may have fought earlier to get off and not get 
in that dependency cycle. 

Do you feel that in this welfare system, by getting it more back 
to the local areas, by trying to strengthen churches and community 
to get more involved, do you think that will have any impact in the 
commxmities as far as having fewer people go on welfare in the 
first place? 

Ms. White. Yes, I do. You made a statement also about support 
systems. Unfortunately, grandmothers have to work now, so grand- 
mothers are at work also. But the churches, the community at 
large, can be the second family too, you know, help support moth- 
ers that are on AFDC. 

I would also think that if there is something implemented as to 
where the mother has to work, to give back or something in that 
nature, it helps build that person’s self-esteem. I can’t imagine any- 
one feeling that it is OK to be on welfare. It is a very degrading 
feeling. People, to me, I think once you go to apply for it, assist- 



181 


ance, you have to have it. I mean you are in that state where you 
have no other alternative. 

The way it is set up now, it can entrap you, it can box you in, 
so that with the reform that you all are putting together, the pack- 
age that you are putting together, if you were to mandate that in 
order to receive public assistance, that mother would have to punch 
a clock perhaps or volunteer at a hospital or wherever their inter- 
est is. This would, of course, put them in the arena of saying look, 

I am going to work for this, instead of sitting home and loolung at 
soap operas, I am now going to apply for the next position that 
comes available. 

There is a whole spectrum of things that need to be done, and 
I am sure that you all are looking at, besides the mere fact that 
one is just getting a check, there is a whole spectrum. The child 
support issue is a very large issue that I hope will be addressed. 
Because if the fathers were more responsible, there would be less 
people on welfare. 

Mr. Ensign. Some of the people have mentioned the fathers and 
that this welfare reform doesn’t take into account the fathers near- 
ly enough. What do you think can be done about bringing some ac- 
countability back, making people take responsibility for the chil- 
dren that they are fathering? I know it is a very difficult question. 
Beheve me, we are having a lot of difficulty with it up here, too. 

Ms. White. I am trying to form it in a way that will be accept- 
able. You really can’t implant in people and clone in people the fact 
that they should be responsible. No one should have to make them 
do anytffing. However, because we have come to that arena now, 
that you have to make them, we need to strongly enforce the con- 
sequences. 

If you don’t take care of your kids, you go to prison. If you don’t 
take care of your kids, we garnish your check. I mean we should 
stop pla 3 dng with them, pitty-patting. We need to actually have 
something in line where there is a consequence for not taking care 
of your kids. It is just that simple. 

Mr. Ensign. Getting back to myself when I was a child, we had 
a father who did not pay the child support payments, living across 
State lines. I understand the difficulties of that. Anyway, thank 
you for your testimony today. I appreciate it. 

Chairman Shaw. Mr. Ford. 

Mr. Ford. Thank you, Mr. Chairman. Ms. Hendricks, you were 
how old when you got pregnant? 

Ms. Hendricks. I was 22 years old. 

Mr. Ford. You were out of high school and all of that. 

Ms. Hendricks. Yes. 

Mr. Ford. Was this an intended pregnancy? 

Ms. Hendricks. No, it wasn’t an intended pregnancy. 

Mr. Ford. Was it that before you were pregnant, did you think 
in terms of if you got pregnant, you could go on welfare to take 
care of your child. 

Ms. Hendricks. No. After I had my child and I did work before 
I went to college, but after I had my child I found it very difficult 
to work and go to school and take care of him, and I saw the only 
means was to go on welfare to support my child until I could better 
myself and get a college education. But it was very depressing. It 
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felt as though the system had just trapped me in and I was looking 
for a way out. 

And it seemed as though the system, as it is now, was content 
to just have me stay in the system and not go to school and get 
out. And if I wasn’t a fighter and didn’t look for a way to get out, 
I think that I would just he — ^it would become a way of life, a cul- 
ture, to just be on welfare, and that is not what I wanted. 

Mr. Ford. Are you receiving child support now for your child 
from the father? 

Ms. Hendricks. From the father? No, I am not. 

Mr. Ford. You are not. Have you tried or made any attempts to 
do so? 

Ms. Hendricks. Yes, I have. 

Mr. Ford. What if they had taken your child from you at birth 
if you had applied for AFDC for the child? What would have been 
your reaction if, according to Speaker Gingrich’s proposal and some 
of the first childbirths, if they had taken that child from you, would 
you have been able to cope with that? What would have been your 
response or reaction to that? 

Ms. Hendricks. Well, I don’t believe in abortion. If they had 
taken my child from me, I think it would have been devastating 
to me. 

Mr. Ford. Had you known that they would have taken the child 
away from you at the time, would you have considered the abor- 
tion? 

Ms. Hendricks. No, I am not a believer in that. I don’t think I 
would have chosen that route. 

Mr. Ford. All right. Had you not been able to receive welfare 
benefits, do you think you would have been where you are today, 
graduating from a junior college and accepted into the University 
of Maryland? 

Ms. Hendricks. No, I don’t think so, because I think everyone 
at some point in time may need help or some type of assistance, 
and I think it should be there for them. You know, sometimes you 
have stumbling blocks, but I think you have to 

Mr. Ford. So the AFDC was a bridge for you to move on to have 
a child, to get some support and move right on with your edu- 
cational opportunities; is that correct? 

Ms. Hendricks. Yes. 

Mr. Ford. Thank you very much, Mr. Chairman. 

Chairman Shaw. Mr. Camp. 

Mr. Camp. Thank you, Mr. Chairman. For the record, our Repub- 
lican proposals don’t suggest any such thing such as taking a child 
away immediately. 

Ms. White, you mentioned that there should be consequences for 
someone who doesn’t take care of their child. Could you elaborate 
on that a little bit? 

Ms. White. I guess the only thing that I could elaborate about 
would be to quote from the Bible. A man who doesn’t take care of 
his family is worse than an infidel. It is just that simple. You 
know, there are consequences in life. He had mentioned, Mr. Ford 
had mentioned the issue about taking your children from you. 

Mr. Camp. Yes. 
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Ms. White. No one — I think that parents, husband, wife, they 
plan pre^ancies. People make mistakes. But when you make a 
mistake in your teens, you are going into this thing for the thrill 
of the moment. You are not looking at there is a possibility of a 
baby, and these days and times with AIDS, the possibility of even 
death, I am saying that something needs to be done. 

There are many, many children that are being birthed, the father 
is here or across the State line, as he said, the mother is there 
struggling with the children wanting better for her children. I just 
feel that there ought to be something implemented that will make 
both parents responsible. 

When the ladies were here, the outbursts that they made, I felt 
for them because I understand the pain that they are experiencing. 
Mothers feel like why should I be canying this load alone? It takes 
two to tango. Where is my partner? He should be made account- 
able. 

Mr. Camp. Thank you. Ms. Hendricks, you said that because of 
some of the rules and regulations you felt like you were held down. 
Is that because — why don’t you tell me more about that. 

Ms. Hendricks. OK. I said that the rules and regulations, it felt 
like they were holding me back because it seemed like there 
weren’t any programs, that they were content for me just to stay 
in the system and keep receiving a check instead of trying to go 
out and better myself, and I think it became depressing and it is 
also frustrating to just have to sit back in a system when you know 
you can do better. 

I think there needs to be more programs or whatever. You know, 
people need to have a way out. When you go into the system, I 
don’t see anyone saying, well, this is the way out. Let’s make this 
short-term. I think a lot of times they just get content to be in the 
system, and I don’t think that is right. 

Mr. Camp. So you would like to see either an incentive or some- 
thing that would spur people on a little bit to get off of welfare and 
try to better themselves? 

Ms. Hendricks. Yes. Some help as far as that, yes. 

Mr. Camp. And did you feel, as you — and I congratulate you for 
what you have done and wish you all the best. Do you have a bet- 
ter feeling about yourself since you have gotten off welfare and 
have made the advances you have made? 

Ms. Hendricks. Yes. I do feel that my self-esteem has gone up 
a lot. I do feel better about myself on the whole because I feel like 
I am going to be productive in society now. I see a way out, you 
know. I see hope as far as that I am going to get my degree and 
I can move on with my life. I feel like once you do get into the sys- 
tem sometimes you get pushed around and you get trapped in it. 

I think they need to sit down and really listen and talk with indi- 
viduals and find ways, you know, programs where people can bet- 
ter themselves, a way out of the system, not just to be content to 
be in the system, but it should be like a steppingstone to help you 
get out of the system and better yourself. 

Mr. Camp. Thank you. Thank you, Mr. Chairman. 

Chairman Shaw. Ms. White, let me ask you a question. I believe 
you said you were 15 years old when you had your first baby; is 
that correct? 



184 


Ms. White. Yes, I was. 

Chairman Shaw. And that you lived at home. 

Ms. White. Yes. 

Chairman Shaw. And I assume your family was supportive? 

Ms. White. Yes. 

Chairman Shaw. Looking back, would you have been equipped 
emotionally or mentally to have gone into a home setting of your 
own? 

Ms. White. No, sir. 

Chairman Shaw. And received the cash benefits without just 
someone sending you a check every month? 

Ms. White. No, sir, I don’t think so. I think that at the age of 
15, looking back, I was still a child and I had made a mistake and 
with my parents’ nurturing and constant preaching, it helped me 
to regain a lot of my self-esteem, because what happens I think a 
lot of things that are not mentioned, or that is not known is that 
the dropout rate is high for teenage pregnancy as well, because the 
person transforms. They are no longer like the average teenager. 
They are now a parent, so there is something to look at in that as 
well. 

But they were nurturing to me and I don’t think that I would 
have been able to support myself and do the things that are nec- 
essary to run a household at 15, no. 

Chairman Shaw. Thank you. 

Ms. White. May I add something also? 

Chairman Shaw. Yes, please do. 

Ms. White. I had read something where the average timeframe 
that a person is on welfare is approximately 9 years, and it is just 
my thinking that if this is true, then perhaps we need to find some- 
thing that would invest in the people, again, talking about short- 
term programs. 

If we invest in people, we invest in the family, then we could nip 
a lot of things in the bud and we won’t have a cycle of families, 
mothers being on welfare, their children, their children’s children 
and so forth. We need to really look at investing in people. 

Chairman Shaw. Thank you. 

Mrs. Kennelly. 

Mrs. Kennelly. Thank you, Mr. Chairman. Ms. Hendricks, con- 
gratulations on your graduation. It looks like a good future. 

Ms. Hendricks. Themk you. 

Mrs. Kennelly. Could you just tell me, you were using the sys- 
tem, you used the system the way it was supposed to be originally 
used. When you have a rough patch in life, then you have AFDC 
to hang on to until you get back on the right track, and you did 
it beautifully. 

When you were going to school now — ^first of all, when you were 
on AFDC, you took care of the child. Then when you got off AFDC 
and you went back to school, am I right? 

Ms. Hendricks. No. I am currently still on AFDC right now, but 
I am going to school. I am getting my degree in May, but I am cur- 
rently still on AFDC. But I do plan, after I get my degree and I 
start work, I do plan to be off of AFDC permanently. 

Mrs. Kennelly. AVho took care of yoim son while you were at 
school. 
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Ms. Hendricks. Through the program, Project Independence, 
they paid for child care for a relative to stay home and take care 
of my child. 

Mrs. Kennelly. So, obviously, that was a great help. 

Ms. Hendricks. Yes. Without that, I wouldn’t have been able to 
go to classes and put in the amount of study time which I needed 
to obtain good grades. It also helped relieve some of the stress of 
not worrying is my child OK while I am in school, knowing that 
he is being taken care of well. 

Mrs. Kennelly. Once again you proved the point that it is very 
hard to do without good child care. 

Ms. Hendricks. Yes. 

Mrs. Kennelly. By the way, thank you, Ms. White, for speaking 
out about child support enforcement and the Chairman said he is 
going to address that. And I hope, Mr. Chairman, that we will take 
a look at the bipartisan bill that the Women’s Caucus is doing and, 
hopefully, it is not just in a block grant. But it is a necessary part, 
Ms. ^^ite, you think, not just for you to try to do right, but the 
father of the child to support the child? 

Ms. White. Absolutely. The children need both parts, because 
you are breaking a cycle. If you look at the history of women on 
welfare, nine — well, I don’t know the percentages, but I will just 
say for the record. 

Mrs. Kennelly. By the way, the percentage of the average time 
on welfare for a person is 2 years, not 9 years. 

Ms. White. Two, OK. If you look at the percentage of mothers 
that have children and they are on welfare and then their children 
end up in the system as well, that cycle, to me, can be broken if 
you invest in those children, if you invest in those children by in- 
vesting in that parent. Because whatever that parent has, she is — 
even indirectly, she is teaching her children. 

There are a lot of things, day care, affordable housing, this is a 
big spectrum, a big puzzle and there are many, many pieces that 
have to be focused on and put together in order for the reform to 
work. 

Mrs. Kennelly. Ms. White, were you on AFDC when you were 
living at home? 

Ms. White. For a period of time, yes, I was. I didn’t get on right 
away, because, again, my parents took care of me. As I got older 
and I was fumbling through jobs and what have you, you know, 
waitressing. 

Mrs. Kennelly. Did you move out or did you stay at home? 

Ms. White. I moved out and I got on AFDC. 

Mrs. Kennelly. Thank you very much, and I congratulate you 
both. 

Chairman Shaw. Mr. McCrery. 

Mr. McCrery. Thank you, Mr. Chairman. I would like to add my 
congratulations to both of you, and particularly to Ms. Hendricks 
who is moving on and on, up and up, and that is what we like to 
see. 

Ms. Hendricks, you were 22 years old when you had your child. 

Ms. Hendricks. Yes. 

Mr. McCrery. And so you are 25 years old now, I guess, or 
thereabouts. 
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Ms. Hendricks. Yes. 

Mr. McCrery. And when did you first go on AFDC? When did 
you first begin collecting AFDC? 

Ms. Hendricks. In October 1991. 

Mr. McCrery. And have you been continuously on AFDC since 
that time? 

Ms. Hendricks. Yes. 

Mr. McCrery. When do you plan to move off of AFDC? Have you 
looked that far ahead? 

Ms. Hendricks. Yes. After I receive my degree from Maryland, 
I plan to get a job and move off of AFDC permanently. 

Mr. McCrery. You said earlier that the system seemed to want 
to trap you. Would you elaborate on that? 

Ms. Hendricks. Yes. It seems as though they were content to 
just have me collect the check and get used to a certain culture or 
way of life, just collecting AFDC instead of looking at making it 
short-term and finding a route, a way out. 

I felt like I had to do that on my own and I was very depressed 
being on AFDC. No — I didn’t see any hope for, you know, a bright- 
er future, as if I was going to find a job or something. It just 
seemed like I was just stuck. A cycle and I didn’t — the outlook 
didn’t look good. It looked like it was just going to be a continuous 
cycle, but I know that wasn’t what I wanted. 

Mr. McCrery. So do you think it would be OK for us to require 
people who are on AFDC to get schooling or go to work? 

Ms. Hendricks. Yes. I think they need some type of specialized 
training or schooling, and they need to work, if they are able to 
work, yes. 

Mr. McCrery. And this feeling of being trapped that you talked 
about was a result of the system telling you, you don’t have to go 
to school, you don’t have to do anything, you just need to collect 
your check every month. 

Ms. Hendricks. That is the way I felt, as though they were tell- 
ing me to wait until my child was 3 years old, yes. 

Mr. McCrery. OK. Thank you, Mr. Chairman. 

Chairman Shaw. Mr. Collins. 

Mr. Collins. Thank you, Mr. Chairman. I enjoyed both of your 
testimonies and admire you both. The hopes of this and other 
Members is that we will break a cycle of poverty. 

And as I listened to you all testify, especially you, Ms. Hendricks, 
it looks like you were beginning to be trapped and you noticed and 
saw that entrapment as it was taking place. Because if I heard you 
right, you said that there was — they told you to wait 3 years to try 
to raise yourself out of that trap or to get out of that trap? 

Ms. Hendricks. Yes. As far as to wait 3 years before I attempted 
to get into a program, and that is when I began to look for a pro- 
gram on my own. I just didn’t want to accept that. 

Mr. Collins. I think that is great. And what was the program? 

Ms. Hendricks. Project Independence. They have the JOBS Pro- 
gram as well as day care for children, which is essential for single 
parents in order to get schooling or training, and they have support 
groups there. Because your self-esteem can go down and I think 
that was very important. 
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Mr. Collins. Is this a local, a State of Maryland project, pro- 
gram? 

Ms. Hendricks. It is located in Prince George’s County. I am not 
really sure if it is — I think each county has their own type of pro- 
grams. I am just familiar with Prince George’s County because that 
is the county where I reside. 

Mr. Collins. Good. Thank you. I am very proud of the fact that 
the State of Georgia is beginning to implement a program that is 
called a Work First Program. When someone in your situation ap- 
plies for assistance, the first thing they do is try to help you at that 
point figure out how you can keep from becoming entrapped, and 
I think that is — ^you saw it on your own, but I am really proud of 
the State of Georgia doing that. 

Ms. White, you mentioned the PIC Program, and the fact that we 
need to invest in people with expectations. The PIC Program is an 
example of that; is that not true? 

Ms. White. It is the same program. 

Mr. Collins. I am very proud, again, of our State. We have what 
is called the Peach Program, and, of course, being the Peach State, 
you know. But it, too, invests in an individual with expectations of 
work after the program, but what we have run into is under the 
current law and some of the current regulations, especially in the 
area of housing, if there is also — ^if these adults are not living at 
home, they have their own apartment in subsidized housing. Once 
they complete the program, the PIC or Peach Program and go into 
the workplace, within so many days or months they have to report 
those earnings and once they report those earnings, then their cost 
of living in that particular setting goes up, because the rent is in- 
creased based on income, which immediately makes their bottom 
line less, and which is an incentive, then, to go back to where the 
bottom line was better and that is back into the entrapment of the 
system. 

But the point I want to make, the PIC Program and the Peach 
Program both were administered at the local level and it is at the 
State level and not at the Federal level. Are you aware of that? 

Ms. White. I was not — I know that it needs to be nationwide, be- 
cause it is just that effective. I would love to see a program of this 
nature nationwide. 

Mr. Collins. Well, those are programs that are being imple- 
mented throughout the country, throughout the Nation. But the 
point is that they are locally administered or State administered 
and not federally administered, and that is, again, the gist of the 
GOP plan, the Republican plan is to help States with funds to im- 
plement programs that do invest in the individual with the expec- 
tation of good results, and to help them out of the trap. 

I thank both of you for being here. I really enjoyed your testi- 
mony, and congratulations to both. 

Chairman Shaw. Mr. Rangel will inquire. 

Mr. Rangel. Mr. Chairman, let me con^atulate you on your lack 
of bias in selecting witnesses. Ms. Hendricks here is testifying and 
all of you are congratulating her, that somehow she got pregnant, 
she got in trouble, she went for help, it was complicated, but she 
had the drive and the initiative to say I am not going to get lost 
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in this system, I am going to go to school and make something out 
of myself. 

Clearly, she has proven that and the system is helping her to 
achieve, and I hear over there, my God, isn’t that wonderful. It is 
my understanding. 

Chairman Shaw. It is a very fair hearing, isn’t it Charlie? 

Mr. Rangel. Whatever. Whatever. My time, Mr. Chairman. Now, 
this lady should know that under your plan, Ms. Hendricks, under 
the Republican plan, you could do what you want for 2 years, but 
under this plan that we are listening to testimony today, at the end 
of the 2 years, if you are not working, that ends any support for 
your child. Do you know that, under the Contract? 

Ms. Hendricks. No. 

Mr. Rangel. OK. That is why I wanted to congratulate the Chair 
for bringing you here, because that would have ended all of these 
hopes and dreams if at the end of 2 years we say, well, if you are 
not working you are out of business, right? 

Now, Ms. White, I like when you said you were looking — you said 
it eloquently that, hey, this baby took two people and we really 
should try to make this person have some responsibility and not 
just do what he has done and walk away. 

Do you know that in this bill before us under the Contract with 
all of America that there are no provisions that deal with this fel- 
low? It is as though the women did it by themselves. Did you know 
that? 

Ms. White. Yes, I am fully aware of it. 

Mr. Rangel. And you testified that it should be there. 

Ms. White. It should be. 

Mr. Rangel. Let someone charge my Chairman with being preju- 
diced against Democrats. So these are at least two witnesses who 
say this bill would not work for them. But let me say this, thank 
God that the welfare system, as bad as it was and is, worked for 
you two. Thanks for coming. 

Chairman Shaw. Does the gentleman yield back his time? 

Mr. Rangel. Yes, I do, Mr. Chairman, and thank you again. 

Chairman Shaw. Thank you, Mr. Rangel. 

Mr. English will inquire. 

Mr. English. Thank you, Mr. Chairman. During his testimony. 
Dr. Loury suggested that welfare reform should institute a system 
that sends the right signals to people in the system. You have, ob- 
viously, both been heroic in your efforts to escape from the welfare 
system, but what we have found is that because of some of the pro- 
visions in the current system, that Mr. Collins touched on, the fact 
that as you work your way out of the system, you receive progres- 
sively less access to help and to benefits. In fact, people in the wel- 
fare system trying to escape and trying to work, trying to better 
themselves, face some tax rates, something like over 70 percent on 
their extra effort. 

I wonder if you can quantify your feelings on what sorts of sig- 
nals this situation sends to you when you, if you are working your 
way out of the welfare system, have higher real tax rates than mil- 
lionaires? Would you like to comment on that? 

Ms. White. Repeat the question, please. 
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Mr. English. Well, you were working your way out of the wel- 
fare system and you were losing benefits because of the extra in- 
come you earn. You may be facing tax rates in effect greater than 
70 percent, and that is higher than what we tax millionaires. 

Dr. Loury said that he wanted to see a welfare system that 
would send the right signals to people in the system who are trying 
to work their way out. I wonder if you could give me yoiu* reaction 
to what sorts of signals the current system sends to you by penaliz- 
ing your work to that extent. I know, it is an essay question. 

Ms. White. Well, just to reiterate something that she had said, 
she felt trapped and that she had to fight. Well, unfortunately, ev- 
eryone does not have that fight in them, and what the system does 
is if you decide that you are going to go out and get a job, let’s say 
you get a job that is minimum wage, well, if you can’t afford to pay 
housing, and you are forced back into welfare, child support issue 
again, the signals to me that it sends is that they handcuffed you 
to stay still. 

When the handcuffs are released and the support system is prop- 
erly placed, that it becomes a springing board, then you can take, 
for instance, as an example, I remember I started a job. I was still 
in the system, and I had to report my earnings, but when you go 
to work, now you need a dress, stockings, shoes, your hair done, 
makeup The kids need lunch, things that are additional to your 
grant, i ou get the same amount of your grant 12 months out of 
the year. However, your needs change and the grant needs to 
change. 

You know, these are the signals that I got; that they are not try- 
ing to help me. However, when you think about the overall, if you 
look at the overall picture, the help should be consistent upon indi- 
vidual levels as opposed to just a pile of names and numbers. 

Mr. English. That makes sense. 

Ms. Hendricks do vou want to add to that at all? 

Ms. Hendricks ‘ thiak just to say again what Pam was saying 
that you do feel trapped, basically and the incentives need to be 
there also, I think. 

Mr. English Thaiik you so much for taking the time out in your 
day to participate in this. I really appreciate your time, your will- 
ingness to come forward and offer personal experiences which so 
often are not included as part of the hearing process. So I appre- 
ciate very much your time. 

Did you have something to add, Ms. White? 

Ms. White. I would like to add something. If it had not been, 
however, for the system being there, even in the condition that it 
is in, how would I have fed my kids? How would I have been able 
to support them? What would have happened to their medical 
needs? It is a need, it is definitely a need, and I know that you all 
feel that you have a great weight upon you. It is a need, and it 
needs to be reformed also. 

It needs to take into consideration families. We need to get back 
to the family. We can’t take people’s children from them and send 
them to orphanages and think that that is going to solve the prob- 
lem. What is going to solve the problem is we need to get back to 
basics, and that is our morals and our values and our religious con- 
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nections, community at large and realize that we are not in this 
melting pot alone. 

Mr. English. I quite agree. Thank you very much, Mr. Chair- 
man. 

Chairman Shaw. Thank you. 

Mr. Nussle will inquire. 

Mr. Nussle. Thank you, Mr. Chairman. Your testimony has been 
excellent today and it goes along very well with Ms. Kellog’s from 
the first day — she happens to be here, and welcome back — and my 
understanding is that some of the work she has been involved in 
as well. So we are seeing kind of both ends of the spectrum here, 
both from the first day, kind of the big picture down to how this 
applies in specific situations, and you both talked about plans and 
how you need, you need to have a plan. You are going to unlock 
this, if you are going to get out of it, you need some help. 

I mean, that is clear. You can’t just throw people off. I know 
there are some people that would love to have that 
mischaracterization out there in the media right now that somehow 
people are going to be thrown olf. That is fine if that is the way 
people want to play. That doesn’t help us move forward, but that 
is fine if that is the strategy. 

The question is, what kind of plan should we have? Is it fair to 
have a plan that says to people, we are going to help you, but we 
need you to help yourself. We want it to be for a specific period of 
time. We are going to give you a deal where you can participate 
in job training and get back on your feet and we don’t want to lock 
you in. We want to mold to what you need, which is the way the 
Iowa plan works where I come from. We kind of tailor it to what 
you need, because one size doesn’t fit all. 

So is it fair to have a plan, and is it fair to have a time period 
where we say, this is when the deal ends and you got to work with 
us during that period and this is how we are going to unlock you 
from this dependency that you have been on for so long? Is that 
a fair way to present this to people? 

Ms. White. I think it is fair. I also think that your insight of one 
size doesn’t fit all is the focus, because her situation is different 
from my situation. She has taken the initiative to want to go to 
medical school. She should be given that opportunity. Checks and 
balances. Just check her grades, make sure that she is actually 
going forward. You know, it should be something that is tailored 
to the individual. There should be limitations on the timeframe. 
And it makes sense to me. 

Mr. Nussle. We were talking earlier about, you know, a 2-year 
timeframe, and I would address this to Amy. I mean would it be 
fair to have that kind of a timeframe and to suggest to you, this 
is how we are going to help, this is how we think you can help 
yourself and this is the timeframe that we think you can do it in. 
Would that kind of deal work for you? 

Ms. Hendricks. I think you would have to be realistic with the 
timeframe if you were going to implement a timeframe, because for 
each individual, like Pam was saying, it is different. 

Maybe you need to sit down and they need to make a plan to find 
out what exactly a person needs, how much time do they need and 
be realistic about it, not years upon years, but maybe enough time 
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for them to go to school or training, get speciahzed training or get 
what they need to move on so that they won’t have to go back on 
welfare once they do get off. 

Mr. Nussle. Well, just for the basics, just to, you know, get 
enough training and education to go out and find maybe your first 
job, maybe your second job. Do you think in your situation that 2 
years would be a reasonable timeframe to get that training and at 
least — I am not talking about a college — I understand that takes 
longer, but just the training and experience and some education to 
get you on your feet for that first job, is that a reasonable time- 
frame? 

Ms. Hendricks. For me personally, no. 

Mr. Nussle. It wouldn’t have been? 

Ms. Hendricks. No. 

Mr. Nussle. You don’t think you could have gotten the train- 
ing— I am just talking about your first job. I am not talking about 
a career. Obviously, it takes a while for that, but just for your first 
job, do you think you could have accomplished that in 2 years? 

Ms. Hendricks. Well, I don’t think I could have in 2 years, be- 
cause there are other intangibles also that play a part of that, such 
as child care, because it is harder when you have a child to do 
those things. So I personally don’t think 2 years would have been 
enough. 

Mr. Nussle. And that is part of our current system, too. 

Mr. Ford. Will the gentleman yield? 

Mr. Nussle. Well, no, actually I don’t have much more time, and 
I guess I would like to end with this question. If you thought — ^be- 
cause it has been mischaracterized, I think, here today, that chil- 
dren will be taken away from mothers as soon as it happens and 
all of this kind of stuff. 

Let me give you the option that appears to be out on the street 
right now for a lot of mothers, and that is throwing away their 
baby in a dumpster as opposed to giving an opportunity, whether 
it is an orphanage, that word was used, but it doesn’t have to be 
an orphanage, but some kind of placement for the protection of that 
child. 

Given that kind of option, don’t you think it is fair in some in- 
stances if that is what is going to happen under our current system 
that maybe we ought to think, for the protection of that child, that 
there will be some removal in some instances where that is the 
only option that appears to be available? Wouldn’t that be a fair 
system as well? What would be your advice? I mean if the only op- 
tion is diunpsters versus orphanages, what would you choose? 

Ms. Hendricks. I wouldn’t want to put a child in a dumpster, 
of course, but 

Mr. Nussle. Well, that is what the Speaker said in his speech, 
and, imfortunately, some people take that and mischaracterize it 
and use it as the format for plans all along the way. And I would 
just say to the rest of my colleagues on the panel, it is that kind 
of conversation and discussion and mischaracterization that is 
going to make it very hard to move forward in a bipartisan fashion 
and work toward a plan that solves these problems for the people 
that are testifying here. 
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Mr. Ford. Mr. Chairman, could I be recognized just for about 30 
seconds? To put it a little bit clearer, Ms. Hendricks, under Speak- 
er Gingrich’s proposals you are presently on welfare in school and 
if you had another baby he is proposing that they would take that 
baby away from you and place that baby in an institution. In other 
words, automatically take the baby right away from you. Do you 
think that would be the right approach in this 

Mr. McCrery. Mr. Chairman, I am not going to allow him to 
mischaracterize the proposal. That is not what Mr. Nussle is talk- 
ing about. 

Chairman Shaw. I think the gentleman from Tennessee knows 
very well that that is not the proposal and I would challenge the 
gentleman from Tennessee to point anywhere in this legislation 
where it states the Federal Government is going to take or can 
take or is empowered to take or has ever taken any baby away 
from its mother. 

Mr. Ford. Under the current program we have not, Mr. Chair- 
man. But the Speaker of the House, your leader, is proposing it in 
the welfare reform package or where the additional child would re- 
ceive no funds at all and would never be eligible in her whole life- 
time and would be penalized because of the mother, who had an 
unintended pregnancy. 

Chairman Shaw. With all due respect, I am going to now excuse 
this panel. Thank you for your testimony. 

Mr. Rangel. Mr. Chairman. 

Chairman Shaw. Let me finish. The gentleman from Tennessee 
is mischaracterizing the position of the Speaker. I think that is too 
bad, because we on the Republican side have reached out to the 
Democratic side and I will continue to do so to work in a bipartisan 
manner for the good of everybody. 

Mr. Rangel pointed out that we weren’t filtering witnesses to 
only sell one side. We are going through this hearing process to 
learn, all of us to learn, the Republicans and the Democrats to 
learn, so that we can come up with the best possible bill. That is 
what we want — all of us want to help people. 

We will disagree somewhat on how to do that. But all of us want 
to arrive at the same place, and by sharing ideas, sharing point of 
views, having open hearings, hearing from a wide variety of wit- 
nesses — that is the best way to do it and that is the way I intend 
to conclude the hearing. 

Mr. Ford. Mr. Chairman, if she was 16, 17, or 18, that is what 
Speaker Gingrich is proposing in his Contract With America, or in 
her case now they would cap all benefits, whereas the kid would 
not be eligible for any additional AFDC benefits, and that is what 
the Republicans are proposing. 

We have also asked the Republicans to really walk this through 
what you are, in fact, proposing. We have not heard that before 
this Subcommittee. 

Chairman Shaw. Oh, I have offered to do that for you. 

Mr. Ford. We welcome that. 

Chairman Shaw. We will have the walk through at the appro- 
priate time. And we are going to be getting more and more input. 
I think I made clear to Mrs. Kennelly, who has spoken out on sev- 
eral occasions now with regard to having child support enforcement 
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in the bill, that I think it should be in the bill; we intend to put 
it in the bill, and go forward. 

I think that there are areas of wide agreement, and we should 
try to focus on them. We sit here and it concerns me that we are 
sitting here as lawmakers arguing over the shape of the table when 
we have a whole segment of the population going down the tubes. 

We are going to help them, and we are going to stop this par- 
tisan bickering. We are going to work this out between us and we 
are going to get something done; we are going to pass legislation 
and we are going to send something down to the White House that 
the President will sign. 

Mr. Rangel. Mr. Chairman, point of clarification following the 
theme you stress. This Member will be pushing one point if indeed 
I have misunderstood the legislation, and the point will be: Under 
the law that you are supporting, would it have been possible for 
Ms. Hendricks to have received AFDC payments for more than 2 
years under her present situation since she has not worked during 
the 2-year period? 

Chairman Shaw. The present legislation, as it is written, would 
require work after 2 years, so there would have to be work done 
for the benefits after 2 years. 

Mr. Rangel. And so that is why I am going to try to keep the 
tone as such so that we can continue to talk with each other and 
try to reach a solution. But I was lauding the Chair for having both 
of these witnesses. 

I think you have answered that you intend to take care of the 
problem that Ms. White has raised as it relates to going after the 
male. OK, we can work on that. 

Now, as it relates to Ms. Hendricks, if you support her achieve- 
ments at this point, are you prepared to adjust the legislation to 
allow requiring work as a condition of benefits to continue to hap- 
pen if a person has the drive that she has had? 

Chairman Shaw. Well, I am sure that the Committee will con- 
tinue to address this, and it will be going forward with the amend- 
ment process. As to how the legislation is going to finally end up 
or how the votes will come out 

Mr. Rangel. Under the present law, this accomplishment that 
we all are proud of, that America is proud of could not have hap- 
pened with the proposed legislation. 

Mr. McCrery. Mr. Chairman. 

Chairman Shaw. Again, I would like to thank the panel for being 
with us and taking your time on your lunch hours, as I understand 
it, and we very much appreciate your presence here and your testi- 
mony. 

Thank you very much. 

Ms. Hendricks. Thank you. 

Mr. McCrery. Mr. Chairman. 

Chairman Shaw. Yes. 

Mr. McCrery. May I just respond to one thing Mr. Rangel said? 

Chairman Shaw. Yes. 

Mr. McCrery. As I understand this process, we are not here sup- 
porting a specific piece of legislation. Yes, there is a specific piece 
of legislation attached to the Contract With America, and yes, that 
forms the basis for our starting point. 
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But it is only a starting point, as far as I am concerned, and I 
think as far as the Members of our side are concerned, that is what 
this hearing process is all about, so that we can learn more than 
we already know and use what we learn to craft a product at the 
appropriate time to move forward. 

But the purposes of these hearings is not to support a specific 
piece of legislation. I want to make that clear, at least that is my 
view. 

Mr. Rangel. Would the gentleman yield for purposes of allowing 
me to respond? 

Mr. McCrery. Be happy to. 

Mr. Rangel. The major problem is that this procedure is totally 
unusual to the regular procedure of the House of Representatives. 
In this room over the years, we have hearings on a piece of legisla- 
tion. Now, I am telling you 

Mr. McCrery. Mr. Rangel, that is not so. You know that. We 
have hearings all the time without having a base piece of legisla- 
tion. 

Chairman Shaw. If the gentleman would yield 

Mr. Rangel. I would like to respond to this gentleman. 

Chairman Shaw. This process started in the last Congress. We 
had several hearings on welfare reform, and we are continuing 
those hearings, and then at some point, hopefully by the end of this 
month, or the very early part of February, a mark will be laid 
down on which we will go to work on formulating the legislation. 

But don’t say this isn’t precedented, because I believe we have 
sufficient precedent. Mr. Ford had several hearings on welfare re- 
form without a hearing addressing a specific bill, as I understood 
the hearings. 

Mr. McCrery. And Mr. Rangel, we had hearing after hearing 
after hearing on the Health Subcommittee last year on health care 
reform without having a base bill. In fact, if you want to say, well, 
we had the President’s bill, the President’s bill wasn’t even offered 
for markup in the Health Subcommittee. So this is not without 
precedent. 

Mr. Rangel. In the literature giving notifications of these hear- 
ings, was it not agreed that this is on the Contract With America? 

Mr. McCrery. Yes. 

Mr. Rangel. So forgive me if the questions that I raise deal with 
the provisions that are in the Contract With America. 

Mr. McCrery. Oh, I think those are appropriate. 

Mr. Rangel. So it was not inappropriate for me, I hope, for me 
to ask Ms. White and for me to ask Ms. Hendricks. 

Mr. McCrery. Not at all. We did the same thing. 

Mr. Rangel. Let the record state that it was not the Republicans 
that would have restricted Ms. Hendricks, nor my colleagues that 
would have not dealt with the questions you raise, Ms. White, but 
it was with the Contract With America that would have done this 
to both of you. 

Thank you, Mr. Chairman. 

Mr. McCrery. Mr. Rangel, we look forward to continuing to 
work with you to bring out evidence from the witnesses so that we 
can fashion a product that we can agree will help solve the terrible 
condition of the welfare system in its current state. 
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Mr. Rangel. Do you know how we could really 

Chairman Shaw. I am going to have to cut off the exchange. 

Mr. Rangel. How we could really move a lot faster is when you 
agree, if you would, as the Chair just did, on the question raised 
by Ms. White, he said we are going to deal with that. That would 
mean that after the hearing, we can all get together with staff and 
find out how we are going to deal with it. 

Mr. McCrery. Exactly. 

Mr. Rangel. If someone would say right now that we would like 
to deal with the question that was raised by Ms. Hendricks. 

Mr. McCrery. Yes, Ms. Hendricks. 

Mr. Rangel. If someone would say — I am impressed by what she 
has been able to do. I would like to encourage other people to do 
this, rather than become dependent on that check. If someone 
would say let’s see whether we can fashion something to protect 
this type of behavior, then I would say, that is off the table. 

Mr. McCrery. I would be glad to talk about that. 

Chairman Shaw. Well, I think you have said that, so 

Mr. Collins. I think there have been several who have said that, 
Mr. Chairman. The same gentleman over there criticized me for 
congratulating two ladies who got out of the trap. 

Mr. Rangel. All I am saying, sir, is that — I misunderstood your 
congratulations. If I thought you were saying that you congratulate 
her and you want to have in the legislation provisions that would 
support that, then I would congratulate you again for saying let’s 
work together to preserve this. Am I making myself clear? 

Mr. Collins. We are working toward legislation. 

Mr. Rangel. The Contract With America prevents this from hap- 
pening. If you are going to work together with us, I mean with you 
and me, let’s make certain that we preserve this. 

Mr. McCrery. So does the President’s bill, but hey, we are going 
to work on it. 

Chairman Shaw. We are going to proceed with the second panel 
on the witness list. 

Mr. Ford. Mr. Chairman, please. 

Chairman Shaw. First on our second panel is Rebecca Blank, a 
noted economist from Northwestern University who has written 
widely on social issues, including training programs, welfare issues, 
and emplojunent policy. Next is Rev. Robert Sirico who has been 
active in the public policy arena for many years writing often on 
the interplay between religion and economic and social policy. In 
1994 Father Sirico was appointed to the Michigan Civil Rights 
Commission. And finally, Ruth Wasem of the nonpartisan Congres- 
sional Research Service is a face that is familiar to Members of this 
Committee. Ms. Wasem for many years has been an enormous help 
to us, especially on immigration and teen pregnancy issues. We are 
delighted she and the rest of the panel can join us today. And we 
will now proceed with Dr. Blank. Welcome to the Committee. 

Mr. Ford. Mr. Chairman, could I be recognized. 

Chairman Shaw. I am stopping this bickering that is going on. 

Mr. Ford. It is really just for the record. Just for one brief state- 
ment and just to coin that section 105 in reference to the statement 
that I made earlier with the witnesses. This section of the Contract 
With America prohibits benefits to children and their parents when 
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a child is born out of wedlock while the parent was under 18 or 
under 21 at State option. The ban applies for the entire childhood 
of the child unless the mother marries the biological father or an- 
other man legally adopts the child. That is what I was making ref- 
erence to when I questioned the witness. 

Chairman Shaw. Mr. Ford, this or any other provision of the bill 
that you object to will be addressed during the markup process, 
and I am sure that whatever we use for the markup document, 
that you will be actively involved in that. 

Mr. Ford. That was just pointed out by your colleague on your 
side of the aisle that 1 just point to the reference in the Contract 
With America and I just wanted to point to that section. 

Chairman Shaw. OK Dr. Blank, your full statement has been 
made a part of the record and if you would proceed as you see fit. 

STATEMENT OF REBECCA M. BLANK, PH.D., PROFESSOR, 

DEPARTMENT OF ECONOMICS, NORTHWESTERN UNIVER- 
SITY, EVANSTON, ILLINOIS 

Ms. Blank. Good. Thank you. I see my role here today as very 
similar to that of Professors Wilson and Loury in the first panel. 
I am not a political partisan; I am here primarily as an academic 
researcher concerned with the causes and the consequences of the 
social problems that face us. 

If you don’t believe that, you can look at the first section of my 
statement where I go through the numbers on nonmarital births 
and how they were changing. I will not take you through that in 
my oral statement but instead focus on what I think is the crux 
of the issue before us here. What are the causes of declining mar- 
riage and the rising numbers of single mothers? Let me indicate 
first what is not the primary cause of this phenomenon and then 
ask what the cause is. 

First, the rising share of out-of-wedlock births is not primarily 
due to the structure of cash welfare payments. A wide variety of 
studies have related benefit payments within AFDC, the Aid to 
Families with Dependent Children Program, often called welfare, 
to fertility issues. 

Depending on which study one looks at, the results either indi- 
cate that once you control for other variables, the effects are either 
small or simply nonexistent. 

Robert Moffett, a professor of economics at Brown University, 
was recently asked to write a review of this literature, the effects 
of AFDC on fertility, for the Joiumal of Economic Literature, a jour- 
nal published by the American Economics Association. After exten- 
sively discussing these studies. Professor Moffett concludes “The 
failure to find strong benefit effects is the most notable characteris- 
tic of this literature.” 

There is other evidence that supports this academic research. 
First, as many have noted, the monthly support levels available 
from AFDC have fallen steadily since the sixties. It is hard to un- 
derstand how the recent rapid increase in unwed motherhood can 
be fueled by public assistance pa 3 nnents when their levels have 
been declining. 

Second, and Professor Wilson noted this earlier, the rise in births 
among unwed mothers is not limited to those who rely on AFDC 
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for support but is spread throughout the income distribution and 
has occurred in every industrialized country around the world. 
Unwed motherhood is a social phenomenon related to many factors. 
The claim that it is primarily driven by welfare payments available 
to only a small fraction of the U.S. population is to miss this larger 
picture entirely. 

Third, the cross-national evidence here is particularly revealing. 
The United States has one of the highest rates of single mother- 
hood and the highest rate of teen pregnancy although it provides 
less in support for single mothers than most other industrialized 
countries. 

Canada provides a really excellent example. Canada, in the 
mideighties, paid what they call social assistance to single mothers 
at a level approximately twice as high as the United States. Yet 
their birth rate to single mothers remains well below that of the 
United States. 

In this case, what is the cause of rising out-of-wedlock births? 
There are a variety of answers to this and, as Dr. Loury noted, the 
answers are many and complex. There is no one single causal re- 
sult here. To mention just three of the main reasons, number one, 
women’s ability to find jobs and to support themselves in the labor 
market has increased, increasing their economic independence. 

Number two, men’s ability to support a family, particularly 
among less skilled men, have declined. As anyone who reads the 
newspaper knows, among both high school dropouts and high 
school graduates, wage rates adjusted for inflation have declined 
substantially since the seventies by 5 to 15 percent depending upon 
men’s skill level. The net effect is that men are less attractive as 
marriage partners. 

Number three, as others have noted before me, the social stigma 
associated with unwed motherhood has declined. It is important to 
note the growing economic independence of women and the decline 
in stigma associated with single parenthood has affected all women 
and explains a rise in single parenthood among women of all in- 
come groups consistent with the evidence. 

In this world, then, what would be the effect of limiting or abol- 
ishing publish assistance for single mothers? I think you need to 
look at this as a cost-benefit analysis. There may indeed be some 
results that would be pleasing in some ways. It is an open question 
of how big the magnitude of those results would be. But there 
would also be devastating costs associated with such a legislative 
change. 

Let me talk about three results that would occur. Number one, 
fewer women will have children as single mothers, either because 
they engage in less premarital sex, because they use birth control 
more consistently or because they are more likely to have abortions 
if they become pregnant. Given the evidence available, it is very 
difficult to talk about what the size of any of those effects are going 
to be. 

Given what we know about teenage pregnancy, and a number of 
others have testified to this before me, it is not much affected by 
rational economic calculations of long-term costs. The main effect 
I suspect is more likely to be on abortion rates than it is going to 
be on initial pregnancies. 
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Number two, among women who continue to give birth to chil- 
dren, they will be less likely to live independently. Many of them 
will live with other family members, such as parents or sisters, will 
live with boyfriends, or will choose to marry. Again, it is hard to 
predict the size of this impact. 

It is, however, important to note that this route may do nothing 
to solve poverty among women and these children. Many poor 
women have families and boyfriends who are also quite poor. One 
could imagine that many poor women and children will end up in 
more crowded housing situations where more people live together 
and pool income but where the larger household is still poor. 

It is also important to note that the incidence of domestic abuse 
among low-income women seems to be quite high. The State of 
Washington, in a random sample of their AFDC recipients, found 
fully 60 percent reported a history of sexual or physical abuse as 
adults. 

Now, they actually didn’t believe those numbers. They went back 
to doublecheck them and indeed confirmed that they seemed to be 
true. Moving women back into more shared housing arrangements 
may well increase these problems for at least a subset for both 
women and children. 

Number three, a number of women will try to maintain their 
independence and try to survive economically without public assist- 
ance. Some of them will do this in mainstream employment. Some 
of them will do this in illegal employment. Some of these women, 
particularly those with no family to help, will find themselves out 
of work, in jobs that simply can’t pay the rent, and some of these 
women, in the absence of public support, will turn up among the 
homeless. 

A number of other people before me have testified to the effect 
of poverty on children. Its effects are devastating by virtually every 
study that we have. The cost of substantially cutting back our pub- 
lic assistance programs is negative long-term effects on the chil- 
dren. This is a cost I would not be willing to bear from what I know 
of the research literature in this airea. 

If cutting back public assistance is not the answer, that leads us 
to the obvious question: What other policy options do we have? 
Rather than a scorched Earth policy whereby all low-income, never- 
married women are cut off from social safety nets, there are other 
choices available to us. They are outlined in my statement and I 
would encourage you to ask me about them if you would like to 
talk about them in more detail. They are very similar to issues that 
have been raised by my predecessors in panel one. 

We need to do things that change the entire culture of our soci- 
ety and its attitudes toward yoimg women and teen pregnancy. 
That means communicating with both yoimg women and young 
men. We also need to make the welfare system one that essentially 
encourages work rather than discoirrages it. I am a strong sup- 
porter of job training and emplojnnent programs, run more effec- 
tively than we have in the past. 

It is very tempting and it is very human to desire simple an- 
swers. Public policy would be easier if welfare were the primary 
cause of rising single parenthood and if eliminating welfare pay- 
ments to never-married mothers could eliminate single parenthood 
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without any other costs. Unfortunately, the world we live in is far 
from simple and good policy requires that we reject such simple an- 
swers. 

Government programs are not the primary cause of out-of- 
wedlock childbearing and eliminating government programs will 
not solve that problem. If we want to decrease the incidence of sin- 
gle motherhood in this country, it will require a degree of social 
agreement and social will from all parts of our society. Let’s recog- 
nize the complexity of this problem and resist simple, easy and 
wrong answers that only increase economic need. 

Thank you. 

[The prepared statement follows:] 
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TESTIMONY OF REBECCA M. BLANK, 
PROFESSOR OF ECONOMICS, NORTHWESTERN UNIVERSITY 

Subcommittee on Human Resources 
House Ways and Means Committee 
January 20, 1995 


No one disputes the ^ts; Pregnancy occurs too often among unmarried teenage 
mothers, who doom themselves to a life of economic struggle by dropping out of school to raise 
their children. Rising rates of child poverty in the United States are largely driven by the 
increase in the number of single mothers trying to raise children on their own.* While the 
majority of these women are divorced or separated, an increasing share have children outside 
of marriage. The problem in these poor families is two-fold: Lack of income and economic 
resources limits the opportunities they can provide their children, while the presence of only one 
parent means that there is often no one to share the Job of parenting, disciplining, and loving 
the children. The result is that the single parent who is trying to do it all often must face major 
economic and emotional burdens. 

The topic of today's hearing is the causes and effects of the rising share of births to 
unmarried women. I will answer this question by focusing on four major issues: (1) How is 
the growing share of non-marital births defined? (2) What is causing the rising share of births 
to unmarried women? (3) What will be the effect of limiting or abolishing public assistance for 
these families? and (4) What other policy options do we have? 


(1) How is the growing share of non-marital births defined? 

Let us first be clear about the phenomenon we are discussing: The share of births to 
unmarried mothers is rising as a share of all births. To understand why this is happening, it is 
important to distinguish between the birth rate among single and married women and the nwnber 
of births. The non-marital birth rate gives the probability that a single woman will have a child. 
TTie total number of non-marital births is the result of the non-marital birth rate, multiplied by 
the number of single women in the population. Similarly, the total number of marital births is 
the marital birth rate, multiplied by the number of married women. The 'illegitimacy ratio, ' 
or the share of non-marital births, is the total number of non-marital births divided by all births 
(births to single women plus births to married women). This ratio is affected by birth rates 
among both married and single women, as well as by the number of single women relative to 
the number of married women in the population. 

As it turns out, the birth rate of single women - the probability that a single woman will 
have a child — has actually declined among black women and remained relatively low among 
white women. What has changed is that the number of single women relative to the number of 
married women has grown enormously, at the same time as the birth rale of married women has 
declined. Let me discuss each of these in turn. Appendix 1 gives more detail on the numbers 
I discuSs here. 

First, fertility among married women has declined as family sire has declined. In fact, 
the declines in family size among black married couples are even greater than among white 
married couples. Declining fertility among married women is presumably not the problem we 
are talking about at this hearing although it has increased the share of out-of-wedlock births. 
If married couples are having fewer children, even if there were no increase at all in '>’e "umber 
of non-marital births, then the out-of-wedlock birth rate would go up. 

Among white women, the share of non-marital births has gone from 2 percent in 1960 


' An excellent book by Sara McLanahan and Gary Sandefur, Growing llrr with a Single 
Parent , documents the negative effects of growing up in a single parent family on children of 
all ages. 
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to 21 percent in 1990.’ If marital fertility had remained at its 1960 level, the share of non- 
marital births would have been only 13 p er c ent, or g points lower. Among black women, the 
share of non-marital births has gone from 23 percent in 1960 to 65 percent in 1990. If black 
women’s marital fertility had remained at its 1960 level, the illeginmacy ratio for blacks would 
have been 46 percent, or 19 points lower. 

Thus, the raw data on the share of out-of-wedlock births overstates the problem. 
Declining marital fertility is presumably a choice made by married couples which is not 
particularly worrisome. What we are concerned with is a rise in the share of non-marital births 
due to the rising number of non-marital births, not that due U) a decline in the number of marital 
births. 


The number of out-of-wedlock births has been rising, but the birth rate for single women 
— the probability that a single woman will have a child — has not changed much at all. Among 
all single white women, b^een 1960 and 1990, the probability of giving birth has gone from 
0.9 percent to 3.3 percent. Among all single black women, between 1960 and 1990 the 
probability of giving birth has gone from 9.8 percent to 9.0 percent. In other words, the 
probability a single black women will have a child has actually dropped. Single women are not 
giving birth at much higher rates than they were in the past. 

The main reason the number of births to single mothers is rising is that there are many 
more single women in the female population than before. Women are marrying later, and 
divorcing sooner. Thus, the rise in the number of non-marital births is not occurring primarily 
because single women are more likely to have babies, but because there are simply more single 
women out there and hence more babies bom to single women. 

Nowhere is this more evident than among teens. The share of births to unmarried 
women among teens has soared. It is true that single teens are more likely to get pregnant than 
ever before. But even mote important is the fact that few teenage women marry. In the past, 
many teenage women were married and had children as married women. Almost all teenagers 
today who have children ate not married and do not get married when they give birth. 

This is important because it changes the focus of the question. The main question is not 
"Why are teens (and other single women) having many more children than before?’ Rather, the 
primary question should be 'Why are teens (and other women) marrying much less than 
before?’ 


(2) What are the causes of declining marriage and rising numbers of single 
mothers? Let me first indicate what is a <21 the primary cause of this phenomenon, namely, cash 
assistance to single mothers, and then ask what the cause is. 

A. The rising share of out-of-wedlock births is not primarily due to the structure of 
existing welfare nrograms . There is very little evidence for the claim that welfare payments are 
driving the increase in teen pregnancy. A wide variety of studies have related benefit payments 
within the Aid to Families with Dependent Children (AFDC) program, which is most typically 
referred to as welfrue, to fertility issues. Depending on which study one looks at, the results 
either indicate that, once you control for other variables, AFDC payments are not related to 
women’s fertility or the effect is relatively small. Robert Moffitt, a professor of economics at 
Brown University, was recently asked to write a review of the research in this area by the 
Journal of Economic Literature , published by the American Economic Association. After 
extensively discussing all the studies, Moffitt, concludes, ’The failure to find strong benefit 
effects is the most notable charact:;ristic of this literature.’ Appendix 2 provides a complete set 
of citations to this literature and summarizes their results. 


’ Unless otherwise noted, the data cited here are all for women ages 15 to 44, and come 
from the government data in Vital Statistics of the United States and "Marital Status and Living 
Arrangements, ’ Current Population Reports, Series P-20. See Appendix 1 . 
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Since racial differences are often invoked in the public discussion, it is worth noting that 
the research literature indicates that the relationship between benefit levels and fertility belutvior 
is slightly stronger among low-income white women than among African-American women. 
Among black women, there is almost no persuasive evidence that benefit levels and non-marital 
births are linked. There seems to be a weak positive link among white women. 

Let me indicate other evidence that supports the conclusion that there is little relationship 
between welfare support levels and rising problems of out-of-wedlock births. 

First, as many have noted, the monthly support levels available from AFDC and food 
stamps have fallen steadily since the late 1960s. In 1970, the typical woman with 3 children and 
no other income would have received $900 (in $1992) from AFDC and food stamps combined - 
- the primary public support programs that help pay the monthly bills. By 19^, the typical 
woman receiv^ around $700. It is hard to understand how the recent rapid increase in unwed 
motherhood can be fueled by public assistance payments when their levels have been declining. 


Second, the rise in births among unwed mothers is not limited to those who rely on 
AFDC for support. It is a phenomenon spread throughout the income distribution. While 
higher income single women still have much lower rates of unwed births, their probability of 
giving birth has also risen substantially in the last 20 years. Non-marital births have also risen 
in virtually every industrialized country in the world. Unwed motherhood is a social 
phenomenon that is related to many changing factors, from increased economic independence 
by women, to decreased social stigma. To claim that it is primarily driven by welfare payments 
~ available to only a small fraction of the U.S. population ~ is to miss the larger picture 
entirely. 

Third, the cross-national comparisons here are very revealing. Relative to many other 
industrialized countries, government support for single mothers is much lower in the U.S. than 
elsewhere. Yet, the U.S. has one of the higher rates of single motherhood, and the highest rate 
of teen pregnancy. For instance, Canada is a country that is similar to the U.S. in many ways, 
both economic and social. In the mid 1980s, Canada's public assistance programs for poor 
single mothers provided about twice as much support as in the United Slates. Yet, Canada’s 
illegitimacy rate continues to be below that of the United States'. 

I'm an economist and 1 believe in economic incentives. On the margin, I think the 
evidence indicates that variations in birth levels have a weak relationship to variations in AFDC 
benefit levels, with stronger effects for while women than for black women. But given the 
magnitude of the effects, there is no research evidence that would support a conclusion that the 
presence of AFDC has been in any way the driving force behind large increases in births among 
unmarried women. In fact, monthly payment levels have been steadily declining. 

B. So what is the cause of risine out-of-wedlock births? Why then, has marriage among 
mothers declined? This is a big topic and, not surprisingly, there is a big research literature 
relating to it. The short answer is: There are many overlapping factors. Let me list a few. 

1 . Women 's ability to find jobs and support themselves in the labor market has irtcreased, 
increasing their economic independence. This has made marriage seem less attractive (it’s not 
an economic necessity for many women any more), and single parenthood seem economically 
viable. 


2. Men 's ability to support a family, particularly among men with fewer formal skills, has 
declined. Among both high school drop-outs and high-school graduates, wages rates (adjusted 
for inflation) have declined substantially since the late 1970s, by S to 15 percent depending on 
the skill level. This is due to a host of reasons, as the demand for less-skilled workers in our 
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cuirent economy continues to decline.’ The net effect is that men are less attractive as marriage 
partners. 

3. The social stigma associated with unwed motherhood has declined. For many young 
women, particularly in the African-American community, the acceptability of single parenthood 
has spre^ as more women become single mothers. This has occurred at the same time as 
sexual activity outside of marriage has also become much more common and widely acceptable 
in many parts of the population. 

It is important to note that the growing economic independence of women and the 
decline in stigma associated with single parenthood has affected women and explains a rise 
in single paroithood anrang women of all income groups, consistent with the evidence. The 
decline in the labor market oi^rtunities among less-sk^led men primarily affects less-skilled 
women, due to marital sorting, and explains higher levels of unwed moAerhood among this 
group than among higher income groups. 

In summary then, the primary causes of a decline in the propensity of women to marry 
are changes in the labor market and in the social acceptability of single parenthood that has 
influenced women at all income levels. There is little evidence that the existence of cash- 
assistance to low-income women has been anything but a very minor factor behind the 
substantial increases in out-of-wedlock births. In fact, a long-term decline in the level of this 
assistance over the past 25 years - years when the rise in out-of-wedlock birth has been steepest 
- indicates that welfare is not a primary cause of rising single motherhood. 


(3) What will be the effect of limiting or abolishing public assistance for these families? 

Current legislative proposals suggest eliminating public assistance for teenage mothers, 
or sharply limiting it for children bom outside of marriage. What effect will this have? 

Beyond a doubt this will make it much more difficult for single mothers to survive 
economically. All of the following effects are likely to occur. 

1 . Fewer women wili have children as single mothers, either because they engage in less 
extra-marital sex, because they use birth-control more consistently, or because they are more 
likely to have abortions if they become pregnant. Given evidence currently available, it is 
impossible to say exactly how big this effect would be. Based on what we know about current 
teenage sexual behavior and the small weight which young men and women often give to future 
consequences, I would not expect the decline in non-marilal births among low-income women 
to be greater than IS to 20 percent at the maximum. This is not a small effect, but it means a 
substantial number of out-of-wedlock births will continue to occur. (There is no reason to 
expect this to have any affect at all on the out-of-wedlock births that occur to women whose 
income is well above the poverty line, so the overall out-of-wedlock birth rate would fall by less 
than this.) 

2. Among women who contirme to give birth to children, they will be less likely to live 
independently. More of them will live with other family members (such as parents or sisters), 
or will live with boyfriends, or will choose to marry. Again, it is hard to predict the size of this 
impact. 


It is important to note that this route may not do anything to solve poverty among these 
women and their children. Many poor women, in particular, have families and boyfriends who 


’ For a good summary of both the facts and the potential causes of the changes in wages for 
less-skilled men, see Frank Levy and Richard Mumane, "U.S. Earnings Levels and Earnings 
Inequality: A Review of Recent Trends and Explanations.'' Journal of Economic Literature . 
Vol 30:3, September 1992. A forthcoming volume by the Urban Institute will also be useful. 
Welfare Reform and the Realities of the Job Market , edited by Demetra Nightingale and Robert 
Haveman. 
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are also quite poor. One could imagine that many poor women and their children will end up 
in more crowcM housing situations, where more people live together and pool income but where 
the larger household in total is still quite poor. In addition, it is important to note that the 
incidence of domestic abuse among low-income women seems to be quite high. The state of 
Washington, in a random study of all their AFDC recipients, found that fully 60 percent 
reported a history of sexual or physical abuse as adults, either from family members or 
boyfriends.' This is fai above the incidence of physical and sexual abuse in the general 
population. Thus, moving women back into more shared housing arrangements may increase 
these problems for both the women and their children. 

3. A lumber of women will try to maintain their independence and survive economically 
without public assistance. Most of these women will work mote hours. Some of this will be 
in mainstream legitimate employment, and some of it will be in illegal employment. The 
evidence we have about the low-wage labor market facing many of the least-skilled women is 
that many of them are unable to find jobs that fully replace public assistance. This is 
particularly true since many women need to pay child care expenses if they have pre-schoolers 
at home or if they work while their children are home from school. Some of these women, 
particularly those with no family available to help, will find themselves out of work, or in jobs 
that simply can’t pay the rent. These women, in absence of public support, will turn up among 
the homeless. 

Evaluations of the impact of increased hours of work among women in states running 
welfare-to-work programs indicate that these programs increase women's hours of work and 
decrease their reliance on AFDC, but that their overall change in income is quite small. In other 
words, few less-skilled women can earn enough in the labor market to do more than just replace 
public assistance income unless they make major increases in their hours of work. 

More labor market work has obvious implications for single parents who must also serve 
as sole parent for their children. Adult presence, discipline and oversight in the household will 
decline. In less safe neighborhoods, where children are at risk of street violence and gang 
participation, this may result in very bad outcomes for some children and their families. 

What is the net effect of cutting welfare payments for unmarried women? Those who 
claim it will decrease the probability that single women have children, and will increase 
marriage rates are surely right. Those who claim that a substantial number of never-married 
women will still choose to have children and that these women and their children will almost 
surely be poorer ate also right. The question is how big these effects will be. 

Let us assume an enormously and unbelievably large effect from ending welfare to never- 
married mothers: Let us assume that only 50 percent of the non-marilal births occur after these 
laws limiting welfare payments to unmarried mothers are passed. This still means that half of 
today’s unmarried women and their children will be left without any backup support. Most of 
them will be poorer and more desperate than they were before. The cost of this for the children 
as well as the mother can be devastating, breaking up these families and/or permanently hurting 
the children’s cognitive and emotional development. This is a cost that 1 would find 
unacceptable. As a society, we have always been willing to help mothers and their children 
when they became extremely poor. 

It is worth underlining the fact that poverty, in and of itself, is very bad for children. 
Poor families often live in substandard housing and have difficulty purchasing basic necessities 
such as food and clothing. Poor children are more likely than nonpoor children to be too short 
and too thin for their age. They also tend to develop academic skills more slowly than nonpoor 
children. And, poor children who live in poor neighborhoods are less likely than more affluent 
children to complete high school. Increasing the depth of poverty among the children of never- 
married mothers will only increase the magnitude of these problems. 


' Washington State Institute for Public Policy, Women in Transition: A Family Income 
Study Newsletter . Olympia, WA: Evergreen State College. September 1993. 
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(4) What other policy options do we have? 

Rather than adopting a scorched-earth policy, whereby all low-income never-married 
mothers are cut off from any form of a social safety net, there are other choices available to us. 
If we want to bring down the high rates of out-of-wedloclc childbearing, we need to do the 
following: 

1 . Call upon the resources of American families and social institutions such as churches, 
youth organizations, schools, etc. to get the message out that it's not "ok" to be pregnant and 
single. In many ways, changing the social accqnability of single motherhood is something that 
the government can do much less well than other institutions, although the government can help 
fund demonstration projects run by other organizations that participate in this effort, and can 
provide a clearinghouse of information on effective programs. For instance. Title XX of the 
Public Health Service Act has ftmded a variety of evaluations on how to run effective programs 
that discourage teenage pregnancy. 

2. Assure that our public schools function effectively, communicating the importance of 
education to their students, and a sense of the possibilities that high school and post-high school 
training can provide. Teenage girls who value a high school degree and post-high school 
training are much less likely to become pregnant than girls who do not. Teenage boys need to 
receive the same message, so that the pool of men who are left out of an increasingly 
internationalized and skill-demanding economy shrinks over time. 

3. For those women who do become single mothers and find themselves in economic 
need, make sure that public assistance provides not only cash assistance, but also a strong set 
of job training and job placement programs. The best thing we can do, within the context of 
our current laws, is to strengthen the Family Support Act, passed in 1988, to assure that teen 
AFDC applicants are immediately put into high school completion programs, with the child care 
assistance and health care assistance necessary to provide effectively for their children. 

It is very tempting, and very human, to desire simple answers. Public policy would be 
easier to determine if welfare were the primary cause of rising single parenthood, and if 
eliminating welfare payments to never-married mothers would eliminate single parenthood 
without any other costs. Unfortunately, the world we live in is far from simple, and good policy 
requires that we reject such answers. Government programs are not the primary cause of these 
problems and changes in government programs will not solve them. Rising rates of out-of- 
wedlock childbearing are the result of multiple changes in the labor market, and in the social 
climate of this country. They will not be quickly turned around by any policy action of the 
federal government. That is an unfortunate fact of life, but it is one that we must face squarely. 


If we want to decrease the incidence of single motherhood in this country, it will require 
a degree of social agreement and social will from all parts of society - from parents and 
grandparents, from civic leaders, from religious leaders, from those who teach school, and from 
all who serve as role models for young people. The message we need to send is clear: "Don't 
have children until you have the skills and economic stability to support them adequately. And 
when you have children, give them (and yourself) the advantage of growing up in a family with 
more than one adult who will live with them and guide them and love them. ' 

Cutting public assistance to never-married mothers will merely increase poverty and all 
of its related pr^lems among mothers and their children. Let’s recognize the complexity of this 
problem and resist simple, easy - and wrong — answers that will only increase economic need 
among American families. 
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Appendix 2 

Recent Studies of the ^ect of Welfare on Fertility 


Study 

Data Set 

Analysis 

Variable 

Effect of 

Welfare 

Ellwood-Bane (1985) 

1976 SIE 

1. Had child in last year 

2. Have children 

None 

None 

An-Havemen-Wolfe (1987) 

1987 PSID 

AFDC receipt for 
out-of-wedlock births 

None 

Winegarden (1988) 

1947-1983 
DHHS 
and other 
gov't sources 

Out-of-Wedlock 
birth rate 

Positive for 

Nonwhites 

Rank (1989) 

1980-1983 
admini- 
strative data 

1. Birth while on welfare 

2. Fertility Rate 

Negative effect of 
length of time on 
welfare 

Women on welfare 
have lower fert rate 
than total female 
population 

Plotnick (1990) 

1979-1984 

NLSY 

1. Out-of-wedlock birth 
by age 19 

2. Out-of-wedlock birth 
as first birth 

Positive for whites 
None for nonwhites 
Positive for whites 
None for nonwhites 

Duncan-Hoffman (1990) 

1968-1985 

PSID 

Out-of-wedlock birth 
associated w/AFDC receipt 

None 

Lundberg-Plotnick (1990) 

1979-1986 

NLSY 

Premarital birth 

Positive for whites 
None for blacks 

Murray (1993) 

1954-1988 Illegitimacy ratio 

DHHS and other 
gov't sources 

Positive for whites 
Positive or negative 
for blacks depending 
on specification 

Robins-Fronstin (1993) 

1980-1988 

CPS 

Number of children 

Positive for whites 
and Hispanics 
Negative for blacks 

No effect of add'l 
benefits for more kids 

Acs (1994) 

1979-1988 

NLSY 

First and second births 
by age 23 

Positive effect on 
first births for 
whites; no effect on 
second births 



208 


REFERENCES 

Acs, Gregory. 1994. "The Impact of AFDC on Young Women’s Childbearing Decisions." 
The Urban Institute, mimeo. 

An, Chong-Bum, Robert Haveman, and Barbara Wolfe. 1990. "The Effect of Childhood 
Events and Economic Circumstances on Teen Fertility Out-of-Wedlock and the 
Receipt of Welfare: Estimates from a Sequential Decision Model." Paper presented 
at Meetings of Population Association of America, Toronto, 1990. 

Duncan, Greg J. and Saul D. Hoffman. 1990. "Welfare Benefits, Economic Opportunities, 
and Out-of-Wedlock Births Among Black Teenage Girls." Demopranhv 27 
(November); 519-535. 

EUwood, David T. and Mary Jo Bane. 1985. "The Impact of AFDC on Family Structure 
and Living Arrangements." Re.seareh in Labor Economics 7: 137-207. 

Lundberg, Shelly and Robert Plotnick. 1990. "Effects of State Welfare, Abortion, and 
Family Planning Policies on Premarital Childbearing among White Adolescents." 
Family Planning Perspectives 22 (6): 246-251, 275. 

Murray, Charles. 1993. "Welfare and the Family; The U.S. Experience." Journal of 
Labor Economics 11 (January): S224-S262. 

Plotnick, Robert. 1990. "Welfare and Out-of-Wedlock Childbearing: Evidence from the 
1980s." Journal of Marriage and the Family 52 lAugustl: 735-746. 

Rank, Mark R. 1989. "Fertility Among Women on Welfare: Incidence and Determinants." 
American Sociological Review 54 (April); 296-304. 

Robins, Philip K. and Paul Fronstin. 1993. "Welfare Benefits and Family-Size Decisions of 
Never-Married Women.” Institute for Research on Poverty Discussion Paper #1022- 
93, University of Wisconsin. 

Winegarden, C.R. 1988. "AFDC and Illegitimacy Ratios: A Vector-Autoregressive 
Model." Applied Economics 20 fPecemberi: 1589-1601. 


Sources: 

Moffitt, Robert. 1992. "Incentive Effects of the U.S. Welfare System; A Review." 

Journal of Economic Literature 30 fMarchi: 1-61. 

Robins, Philip K. and Paul Fronstin. 1993. "Welfare Benefits and Family-Size Decisions of 
Never-Married Women." Institute for Research on Poverty Discussion Paper #1022- 
93, University of Wisconsin. 



209 


Chairman Shaw. Thank you, Dr. Blank. 

Reverend Sirico. 

STATEMENT OF REV. ROBERT A. SIRICO, PRESIDENT, THE 

ACTON INSTITUTE FOR THE STUDY OF RELIGION AND 

LIBERTY, GRAND RAPIDS, MICHIGAN; AND MEMBER, 

MICHIGAN CIVIL RIGHTS COMMISSION 

Father Sirico. Thank you very much. Ladies and gentlemen of 
the Committee, I thank you for inviting me to testify today. 

I come as a nonpartisan. I am not a Republican. The problem of 
illegitimacy is shredding the fabric of our society. We all agree on 
that. It is critical that radical measures be taken to restore the 
family unit as the organic extension of the natural order of private 
life absent excessive government involvement. 

Let me say at the outset that I view a two-parent family as a 
moral norm. Indeed, I believe the family is the fundamental unit 
of society. While there are certainly heroic stories of single moth- 
ers, most of these women would admit their condition is not ideal. 
There is no reason to celebrate it as such as many on the left seem 
to do. 

Other members of this panel are experts who can quote statistics 
on the dimensions of the illegitimacy problem. I am not. Please 
allow me to simply point out the links are quite clear between a 
missing parent in a child’s life and poverty, illegal drug use, failure 
in school, violent crimes, gang activities and suicide. 

Illegitimacy is not merely a technical problem but a moral one. 
To the extent that the Federal Government encourages out-of- 
wedlock births, it is morally culpable. While I hold the Federal 
Government partly responsible for the soaring illegitimacy rates 
since the beginning of the Great Society programs, I am not asking 
Federal officials to solve the problem by themselves. 

In my view, the Federal Government should not now try to tin- 
ker with its welfare programs to punish women who give birth to 
children outside of marriage. As I said, illegitimacy is a moral prob- 
lem and the Federal Government is not and indeed cannot be an 
effective moral teacher. 

Church-state separation requires the welfare bureaucracy to re- 
main morally neutral and it cannot effectively promote sexual re- 
sponsibility from a morally neutral pulpit. Rather than Federal so- 
lutions, I believe there is a principle that should guide any and all 
efforts toward welfare reform. That is the principle of subsidiarity. 

The concept is this: Those social functions that can be accom- 
plished by a lower order of society should not be usurped by a high- 
er order. When it comes to caring for women who are pregnant out 
of wedlock, the resources of first resort, of first resort, should be 
individuals, churches, neighborhoods, then towns and cities. 

The Federal Government has tried to solve the American family 
problem and it has failed. It must now allow these mediating insti- 
tutions to take over. The idea of devolving social responsibility to 
the States is in keeping with the principle of subsidiarity. It is a 
step in the right direction. By itself, however, it is not enough. 

We do not want Washington bureaucracy to merely be replaced 
by equally intrusive government bureaucracy in State capitals. 
^^en dealing with the illegitimacy problem, the very nature of the 
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bureaucratic state, with its one-size-fits-all policies, precludes from 
helping individuals become responsible parents and citizens. In- 
deed, it takes a much deeper xmderstanding of human needs to en- 
courage this. Also, these bureaucracies marginalize religious insti- 
tutions and their moral influence which are more intimately ac- 
quainted with the needs of people on the local level. 

The very existence of the welfare state lessens the incentive for 
individuals to become personally involved in problems like illegit- 
imacy. This lessens their contact with and sensitivity to those in 
need. Under the current system, bad charity has driven out good 
charity. If and when bad charity comes to an end, we can expect 
an explosion of interest in helping those in need. We must begin 
to have faith again in the good efforts of the American people. 

Let me anticipate an objection. Some will say that what is called 
the private sector cannot take care of this problem, that it is nec- 
essary but not sufficient. Let me suggest that we have forgotten 
just how powerful the forces of genuine charity are in American so- 
ciety. For too long, the Federal Grovemment has crowded out pri- 
vate solutions. Once severe budgetary changes begin to remind peo- 
ple of their responsibilities to others, we will be astonished at the 
outpouring of energy. 

But let’s remember that government has no monopoly on compas- 
sion. Indeed, government is compassion’s least able practitioner. 
Let’s allow real charities, not bureaucracy, to take on the illegit- 
imacy problem. Along with the material assistance for mothers who 
are pregnant out of wedlock, charities can administer individual 
care that is catered to a woman’s circumstance, needs, ability, and 
character. 

The welfare state’s pretense is to know these kinds of cir- 
cumstances and it is just that, a pretense. Will a cutoff of parental 
aid lead to an increase in abortion? I think not. Abortion is not a 
cost-free decision. It is the most difficult and painful decision a 
woman can make. 

Far from encouraging abortion, removing subsidies will discour- 
age promiscuity. For a person of free will, it will clarify the issue 
of whether to risk pregnancy in the first place. We cannot, of 
course, guarantee perfect results but we can stop subsidizing the 
present crisis. 

The alternative to the current welfare system is to organize the 
care of at-risk people in a manner that allows for the influence of 
religious values. The government need only allow this to happen, 
it need not promote it. By gradually eliminating Federal benefits 
which impose no concrete responsibilities on the recipient, poor 
women who are pregnant out of wedlock will have to turn to more 
local organizations which include churches, synagogues and 
mosque-run charities. Think of the change in incentives that would 
result. 

If another baby means no hardship and a bigger check, it is easy 
to see why this is not a wholly undesirable situation from one point 
of view. Yet, if the individual circumstance is being closely mon- 
itored by a secular charity or religious ministry, the individual be- 
comes acutely aware that sexual responsibility has a price. 

The religious group ve^ likely views sex outside of marriage as 
sinful and will not provide services without admonition or some 
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form of work in return. As an organic part of a church ministry, 
the individual becomes accountable to those who are providing aid. 

The close contact with providers discourages irresponsible behav- 
ior. This model relies on the classical view of moral tutoring which 
is two dimensional: We abstain from immoral behavior because we 
fear its effects and we abstain because we love the good. Church- 
run charities hope to instill a love of good in the people they help. 
Yet clients may also fear a reprimand or loss of services. 

Fear and love are both motivators. While the latter is a pref- 
erable motive, the former is also effective. Effective charities will 
thrive on their own yet steps must be taken to allow them to flour- 
ish. 

We need to make charitable giving more financially rewarding. 
For example, we could allow individuals to deduct 110 percent of 
their charitable contributions, thereby increasing the incentive to 
give. Or tax deductions could be replaced with a tax credit which 
could allow people to choose to use their money to support public 
or private systems of welfare provision, thereby having an incen- 
tive to monitor those charities. These are decisions for you to de- 
cide. 

Whatever policy routes are taken, the ultimate goal should be to 
return responsibility to individuals, churches, neighborhoods, 
towns, and cities. Every case of family tragedy is different and the 
individuals involved have different resources, abilities, and weak- 
nesses. A faceless bureaucracy cannot take all of these things into 
account, nor can it encourage moral renewal. What people need is 
not layers of public agencies but other human beings who have 
knowledge of their real needs and a commitment to help them be- 
come responsible and independent citizens. 

Thank you for your attention. 

[The prepared statement follows:] 
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January 20, 1906 

Teatimony Before the House Ways and Means Committee 
by Paulist Father Robert A. Blrieo, President 
The Acton Institute for the Study of Religion and Liberty, 
Grand Rapids, Mlohigan; 
and Member 

The Michigan Civil Rights Commission 


Ladies and Qontleman of tho Committee, thank you for inviting 
me to testify today. The problem of illegitimacy is shredding the fabric of our 
society. It is critical that radical measures ba t^en to restore the family 
unit aa the organic extension of the natural order of private life-absent 
excessive government involvement. 

Let me say at the outset, I view a two-parent family as a moral norm. 
Indeed, I believe the family is the fundamental unit of society. While there 
are certainly a thousand stories of heroic single-motheia, most of these 
women would admit that their condition is not ideal, lltere is no reason to 
oelehrate it aa auch, as many on tho left seem to do. 

Other members nf this panel are experti who can quote statiatica on 
the dimensions of the illegitimacy problem; I am not. But, please allow me to 
simply point out that tho links are quite clear between a missing parent in a 
child's life and poverty, illegal drug use, failure in school, violent crimes, gang 
activities, and auidde. 

The experiment in family engineering has continued long enough. 
Single parent families cun no longer be considered a social norm. Ibey must 
rather be considered a regrettable outcome of unfortuiute circumstances. 
Illegitimacy-which has increased more than 400 percent since 1960-iB the 
most problematic contributor to the breakdown of the two-parent family. I 
could spend more time discussing the size and scope of the problem. 
Because my time is limited, I will discuss what I view as its necessary 
solutioiL 

Illegitimacy is not merely a teclmical problem, but a moral one. To 
the extent that the federal government encourages out-of-wedlock births, it is 
morally culpable. As Charles Murray has made so clear, when the 
government aub8idi7.es out-cf-wcdlo^ births, it removes the structure of 
incentives and disincentives that exist in the social and economic system of 
every society that serve to discourage promiscuity and irrssponsibility. 
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While I hold the fodoral government partially responeible for the 
soaring illegitimacy rates since the beginning of the Grrat Society, I am not 
asking federal offidals to solve the problem themselves. In my view the 
federal government should not no^ try to tinker with its welfare programs to 
punish women who give birth to children outside of marriage. 

As I said, illegitimacy is a moral problem. And the federal government 
is not, and inde^, cannot Im, an effective moral teacher. Church-State 
separation requires tho welfare bureaucracy to remain morally neutral. And 
it cannot effectively promote sexual responsibility from a morally-neutrsl 
pulpit. 


Rather than federal solutiona, I believe there is a principle that should 
guide any and all efforts toward welfare reform: subsidiarity. The concept is 
this; those social functions that can be aocompUshed by a lower order of 
society should not be usurped by a hl^er order. When it comes to caring for 
women who are pregnant out-of-wedlock, the resouroes of first resort should 
be in^viduals, churches, neighborhoods, towns and cities. The federal 
government has tried to solve American femily problems and it has failed. 
Now it must allow these mediating institutionB to take over. 

The idea of devolving social responsibility to the states is in keeping 
with the principle of subsidiarity. It is a step in the ri^t direction. By itself, 
however, it is not enough. We do not want Washington bureaucraciM to be 
replaced by equally intrusive government bureaucracies in state eapitols. 

When dealing with the illegitimacy problem, the veiy nature of the 
welfare atate-with its buroaueratic, one-aize-fits-oU poUcies-precludas it 
from helping individuals become responsible parents and dtizena. Indeed, it 
takes a mu(fo deeper understanding of human needs to encourage this, 

Furthermore, the very existence of the welfare state lessena the 
incentive for individuals to become personally involved in problems like 
illegiUmocy. This lessens their cont^ with and sensitivity to those in need. 
Under tho current system, bad charity has driven out good charity. If and 
when bad charity comes to an end, we can expect an eo^osion of intereet in 
helping those in nood. We must begin to have faith in the good efforts of the 
American people. 

Let me anticipate an objection. Some will say that what is called the 
"private sector* cannot take core of the problem - it is neoessary but not 
suffident. Let me submit that we have forgotten just how powerflil the forces 
of genuine charity are in American society. For too long, the federal 
government has crowded out private solutions. Once severe budgetary 
changes begin to remind people of their reeponsibilitieB to others, we will be 
astonished at the outpouring of energy. Let's toy to remember that 
government has no monopoly on compassion. Indeed, government is 
compassion's least able practitioner. 
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Left allow real charitiee, not bureaueradea, to taka on the illegitimacy 
problem. Along with the material asuiatanee for mothen who are pregnant 
out-of-wedlock, charities can administer individual care that is catered to a 
woman's specific circumstances, needs, abilities, arid character. 

Will a cutoff of parental aid lead to an increase in abortion? No. 
Abortion is not a cost free decision. It is the most difficult and painftil 
decision a woman can make. Far ftnm encouraging abortion, removing 
subsidies will discourage promiscuity. For a person of free will, it will clarify 
the issue of whether to pregnancy in the first place. We cannot, of course, 

guarantee por&ct rosults, but we can stop subsidizing the current crisis. 

The alternative to the current welfare system is to organize the care of 
at-risk young people in a manner that allows far the influence of religious 
values. The government need only allow this to happen: it need not promote 
it. By gradually eliminating federal benefits, which impose no concrete 
responsibilities on the part of the recipient, poor women who are pregnant 
out-of-wedlock will have to turn to more local organizations, whi<^ include 
church, synagogue or mosque-run charities. 

Think of the change in incentives that would result. If anothsr baby 
means no hardship and a bigger chock, it it easy to see why this is not whrily 
undesirable from ono point of view. Yet, if the individual's dreumstanee is 
being closely monitorod by a secular ch^ty or church ministry, the 
individual becomes acutely aware that sexual inesponsibility has a price. 

The church vary likely views sex outside of marriage as a sin, and will 
not provide services without admonition or some frtrm of work in return. As 
an organic part of a church minlstiy the individual becomes accountable to 
those who are providing the aid. llie close contact with the providers 
discourages irreaponsihlo behavior. 

This model relies on the classical view of moral tutoring which is two 
dimensional: we abstain frum immoral behavior because we fear its effiicts 
and we abstain because we love the good. Church-run charities hope to instill 
a love of good in the people they help. Yet clients may also fear a reprimand 
or a loss of services. Feur and love are both motivators. While the latter is a 
preferable motive, the former is also effective. 

Effective charitios will thrive on their own. Yet, steps roust be taken 
to allow them to flourish. We need to make charitable giving more 
finandally rewarding. For example, we could allow individuals to deduct 
110 percent of their charitable contributions, thereby increasing the incentive 
to give. Or tax deductions could be replaced with a tax credit, which would 
allow people to choose to use their money to support either public or private 
systems of welfare provision. Ihese are decisions for you to decide. 
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Whatever policy route* are taken, the ultimate goal ihouldbeto 
return reaponaibuty to indWiduala, churchea, neighborhood*, town* and 
dtiea. Eivery ease of family tragedy la different, and the individuala involvod 
have different reaources, abilitiea, and weaknaaaea. A facelaas bureaucracy 
cannot take all of these into account. Nor can it encourage moral renewal. 

What people need is not layers of public agetkcie*, but other human 
boings who have knowledge of their r^ needs and a commitment to 
help them become responsible and independent citizens. 

Thank you for your attention. 

xxxxxxxxx 


Paulist Father Robert A. Sirico is nesident of the Acton Institute for the 
Study of Religion and Liberty (161 Ottawa Ave., Ste. 301, NW, Grand Rapids, 
MI. eieCdSd-dOSO) The Acton Institute is a non-profit, non-political, inter- 
faith organization founded to promote an undentanding of the moral 
foundation* of the free market among religiou* leaders. Father Sirico’* 
appearance before Congrooa doe* not neeossarily reflect the view of the Civil 
Rl^ts Commiaaion of Michigan. 
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Chairman Shaw. Thank you, sir. 

Dr. Wasem. 

STATEMENT OF RUTH ELLEN WASEM, PH.D., SPECIALIST 

IN SOCIAL LEGISLATION, CONGRESSIONAL RESEARCH 

SERVICE, LIBRARY OF CONGRESS 

Ms. Wasem. Good afternoon, Mr. Chairman, and Members of the 
Subcommittee. On behalf of the Congressional Research Service, I 
am pleased to testify before you on research that my colleague, 
Thomas Gabe, and I conducted on the demographic trends relating 
to out-of-wedlock childbearing and the AFDC caseload growth. 

In the interest of time, I will offer only hi gh l ights of the chart 
book prepared for Chairman E. Clay Shaw on January 13, 1995, 
which accompanies my statement. 

American families have changed dramatically over the past dec- 
ades. Broad societal trends relating to marriage, divorce, and pre- 
marital childbearing have resulted in increased numbers of chil- 
dren living in single-parent families, headed primarily by mothers. 
These trends in turn have led to an increased risk that children 
bom today will be poor, adding to the pressure on the Nation’s wel- 
fare programs. 

If you will, please turn to page 5 in the attached chart book to 
the figure titled Birth Rates for All Women and Unmarried 
Women, 1940 to 1992. It is evident in this figure that, despite an 
overall decline in the birth rate over the past 30 years, the birth 
rate of unmarried women has increased steadily. This upturn in 
nonmarital births, apparent in the birth rate trends, becomes even 
more striking when calculated as a percent of all births, as is done 
in the chart that is blown up over here. 

The diminishing fertility of married women coincident with the 
growing fertility of unmarried women have increased the likelihood 
that children bora today will be bom outside of marriage. 

Please turn now to page 10 in the chaut book to the figure titled 
Births to Unmarried Women in 1992: Live Births by Age of Mother 
and Previous Births. As you can see from the light gray segments 
of the bar, many of the vuunarried women who gave birth in 1992, 
regardless of age, had given birth previously. In fact, over half of 
the 1.2 million unmarried women who had babies in 1992 had 
given birth previously. 

Although births to adolescents are only 30 percent of the total 
number of births to unmarried women, tiiey meike up more than 
half of all the first births to unmarried women. Moreover, it ap- 
pears that the portion of unmarried women who gave birth in 1992, 
a significant portion of them, had their first clfild during adoles- 
cence. 

Finally, please tirni to page 12 to the figure titled Percent of 
Mother-Only Families Receiving AFDC by Family Type — 1993. As 
indicated by the second bar, nearly half of the mothers who never 
married reported receiving AFDC in 1993, in contrast, only one- 
fifth of divorced women heading households with children reported 
receiving AFDC. 

When we think of this in terms of the children, those hving in 
mother-only famihes were nearly five times more likely to be poor 
than children living in married couple families. Children whose 
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mothers had never been married were the most likely to be poor, 
64 percent in 1993. In September 1994, there were nearly 4.7 mil- 
hon famihes receiving assistance under AFDC. 

The AFDC caseload grew by over 1 million famihes from July 
1989 to January 1993, about a 29-percent increase. A CRS study 
by my colleague, Tom Gabe, attributes perhaps as much as half of 
the recent caseload growth to the increased number of mother-only 
families. 

Mr. Chairman, these conclude my formal remarks and I would 
be happy to take questions. 

[The prepared statement and attachments follow:] 
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Suiement prepared for the 
Subcommittee on Human Resources 
House Committee on Ways and Means 
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by 

Ruth Ellen Wasem, Fh.D. 
Specialist in Social Legislation 
Education and Public Welfare Division 


Demognphic Trends Relating to Out-of-Wedlock ChUdbeariog and 
Aid to Families with Dependent Children (AFDQ Caseload Grosrth 

Good morning Mr. Chairman and members of the subcommittee. On behalf of the 
Congressional Research Service, I am pleased to testify before you on research that my 
colleague Thomas Gabe and I conducted on demographic trends relating to out-of-wedlock 
childbearing and AFDC caseload growth. In the interest of time, I will offer only 
highlights of the 'chart book* prepared for Chairman Clay Shaw on January 13, 199S, 
which accompanies this statement. 

American families have changed dramatically over the past several decades. Broad 
societal trends relating to marriage, divorce, and premarital childbearing have resulted in 
increased numbers of children living in single-parent families, headed primarily by 
mothers. These trends, in turn, have led to an increased risk that chiidren bom tttday wili 
be poor, adding to the pressure on the Nation’s welfare programs. 

If you will, please turn to page 5 in the attached 'chan book,' to the figure titled 
Binh Rates for All Women and Unmarried Women 19dOio 1992. It is evident in this figure 
lhai - despite an overall decline in the birth rate over the past 30 years - the birth rate 
of unmarried women has increased steadily. This upturn in nonmarital births - apparent 
in the birth rate trends - becomes even more striking when calculated as a percent of all 
births. The diminishing fenility of married women coincident with the growing fertility 
of unmarried women have increased ihe likelihood that children bom today will be bom 
outside of marriage. 

Please turn now to page 10. to the figure titled Births to Unmarried Women In 1992 
Live Births by Age of Mother and Previous Births. As you can see from the light grey 
segments of the bars, many of the unmarried women who gave birth in 1992 - regardless 
of age - had given birth previously. In fact, over half of the 1.2 million unmarried 
women who had babies in 1992 had given birth previously. Although births to adolescents 
are only 30% of the toul number of births to unmarried women, they make up more than 
half of all first births to unmarried women. It appears, moveover, that a significant 
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poitlon of the unmtrried women who five binfa tai 1992 hid ibeir tint child durint 
adolescence. 


Finally, please turn to pa(e 12, to the figure titled Percent Mother-Only Famines 
ReceMnt AFDC by Family Type-1993. As indicated by the second bar, nearly half 
(47.4%) of mothers who never married reported receiving AFDC in 1993. In oontrast, 
only one-fifth of divorced women heading households with children rqiorted receiving 
AHX). In terms of children, those living in mothers-only families were nearly S-times 
more likely to be poor than children living in married-couple families. Childrm whose 
mothers have never been married were the most likely to be poor - 64% in 1993. 

In September 1994, there were nearly 4.7 million families receiving assistance under 
the AFDC program (i.e., basic AFDC program for single parents, excluding families in 
the AFDC-UP (Unemployed Parents) program.) The AFDC caseload grew by over 1 
million families between July 1989 and January 1993 - about a 29% increase. A CRS 
study by my colleague Tom Gabe attributes perhqis as much as one-half the recent 
caseload growth to the increased number of mother-only bmllies. 

Mr. Chairman, this concludes my formal remarks. I would be happy to take 
questions. 
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CRS Congressional Research Service - Library of Congress - Washington, D.C. 20S40 

January 13, 199S 


TO Honorable E. Clay Shaw, Jr., Chairman 

House Ways and Means Committee 
Human Resources Subcommittee 


FROM Tom Gabe 

and 

Ruth Ellen Wasem 
Specialists in Social Legislation 
Education and Public Welfare Division 

SUBJECT Briefing Chart Book - Demographic Trends Relating to Out-of- 

Wediock Childbearing and Aid to Families with Dependent Children 
(AFDC) Caseload Growth 

This memorandum responds to your request for a briefing ’chart book' depicting 
demographic trends relating to out-of-wedlock childbearing. A brief narrative accompanies 
each chart. 

These charts are based upon data from three sources. The Department of Health and 
Human Services' (DHHS), National Center for Health Statistics (NCHS) has provided data, 
published and unpublished, on births in each Stale and the District of Columbia. The NCHS 
data, unless otherwise noted, represent demographic information for the entire population. 
The Census Bureau's March Income Supplement of the Current Population Survey (CPS) is 
the second major source of data. As its name implies, the CPS is based on a sample. The 
third source is the Aid to Families with Dependent Children (AFDC) caseload data from the 
Administration on Children and Families in DHHS. 

Several of the figures in this 'chart book' have been taken from current Congressional 
Research Service (CRS) products or from CRS products that are in preparation. As out-of- 
wedlock births, adolescent pregnancy, and AFDC caseload growth ail are of considerable 
interest, we are receiving other requesu from Congressional offices for this type of material. 
Although this 'chart book' is unique to your request on the subject, similar material will be 
prepared in response to other Congressional requests on this and related topics. 

We hope you find this information useful. As you know, Tom Gabe will be unavailable 
from January 13 through January 30. Please call Ruth Wasem at 7-7SS0 if you have any 
questions. 
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SUMMARY 

American families have changed dramatically over the past several decades. Broad 
societal trends relating to marriage, divorce, and premarital childbearing have resulted in 
increased numbers of children living in single-parent families, headed mostly by mothers. 
These trends have placed children at increased risk of being poor and have placed increased 
demands on the Nation's welftre programs. Today, over 1-in-S children live In single, 
female-headed families (i.e., 'mother-oniy famiUtsy, over half of these children are poor; 
about one-third (32.SS) of these families repotted receiving assistance under the Aid to 
Families with D^ndent Children (AFDC) - the major program targeted under current 
welfare refoim efforts. Among diildren whose mother has never married, 64.3% were poor 
in 1993. Nearly half of never-married mothers reported receiving AFDC (47.4%) in 1993. 

DecUning marriage rates and Increased childbearing among unmarried women have 
contributed to the rising share of children being bom to unwed mothers. Out-of-wedlock 
birth rates, steadily moving upward since at least the 1940s, took a marked upward turn in 
the mid-1980s, especially among adolescents. The upnrm in nonmarital births - evident in 
the birth rate trends ~ becomes even more striking when calculated as a percent of all births. 
The diminishing fertility of married women coincideni with the growing fertility of unmarried 
women have increased the likelDiood that children bom today will be bom outside of 
marriage. Although births to adolescents are only 30% of the 1 .2 million births to unmarried 
women, they make up more than half of all first births to unmarried women. It appears, 
moveover, that a significant portion of the unmarried wonten who gave birth in 1992 had 
their fust child as an adolescent. 

In September 1994, there were nearly 4.7 million families receiving assistance under the 
AFDC program (i.e., basic AFDC program for single parents, excluding families in the 
AFDC-UP (Unemployed Parents) program.) The AFDC caseload grew by over 1 million 
families between July 1989 and January 1993 (about a 29% increase). 'The caseload has 
remained relatively level since then. The recent AFDC caseload growth corresponds to the 
recent increases in the number of mother-only families, and especially the recent increase in 
families headed by never married mothers - a group whose ^ildren are most likely to be 
poor, and most likely to receive AFDC. A (JRS study attributes perhaps as much as half dre 
recent caseload growth to the increased number of mother-only families.' 


'U.S. Ubniy of Coegieu. Congreuionsl Rescwch Service. Demographic Trends ^feeling Aid 
to Fmlies widi Dependent Children (AFDC) Caseload Oramah. CRS Report for Congress No. 93-7, 
by Tbomss Gsbe. Wsshington, Dec. 1992. 
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Marriage and Divorce Rates Among Women 
1920 to 1993 
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SOURCE: Flfufe prepared by CRS besed on HCHS deta. Date for 1919 aad 1990 aieaot available. 


• During the 1970s, divorce was the principal factor contributing to a growing share 
of children living in single-parent families. 

• The divorce raie which pealced in 1980-81 remains at historically high levels. 

• The marriage rate has been dropping since its immediate posl-World War II peak. 

• The marriage rate fell markedly in the early 1970s and has continued to decline. 
The decline is perhaps in part a reaction to the divorce boom, as well as a response 
to some of the same faaors contributing to the divorce boom that was underway. 
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Median Age at First Marriage by Gender: 1890 to 1993 



SOURCE: Fifurt prepand by CRS. Baaed on Ceaiua Buiaau Data. Cuneal Pepulalioo Ripeati 
Sarki P-20. Noa. 4dt. 4dS aad 47S. 


• During the 19S0i, half of all women who were marrying for the first time were age 
20 or younger. 

• The median age of first marriage has been increasing since the mid- 19S0s for both 
men and women. 

' In 1993, half of all women who were marrying for the first time were over 24 
yean old. 

• The median age at Tint marriage is higher now than at any time over the past 100 
yean. 

• The higher proportion of unmarried women of childbearing age has placed more 
women who are sexually active at increased risk of having a nonmarital birth. 






Birth Rates for All Women and Unmarried Women 
1940 to 1992 


Bbtfkiper 1.000 woomb 



SOURCE: rt|imprtpu«dbyCRSbMed<MiNCHS4*^ 


• Overall, birth rates are lower today than during the 19S0s. 

• Birth rates among unmarried women increased more rapidly between the I940i and 
the mid-19S0s, than from the mid-19S0s through the laie-1970s. 

< Birth rates among unmarried women have markedly increased since the mid- 1970t 
and have accelerated during the late 1980s. 


The birth rate to unmarried women (and all women) dropped slightly from 1991 
to 1992. 
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Adolescent Birth Rates, 1940 to 1992 
All Young Women and Unmarried Young Women 



SOURCE: FiiunpniwedbyCRSbu^donNCHSilau. 


• Birth rales among adolescents generally parallel those of all women of childbearing 
age (shown on page S), but are somewhat lower. 

• Overall, birth rates among teenagers are lower now than during the 19S0s, but die 
birth rate among unmarried teenagers is higher. 

• Birth rates among unmarried teenagers have increased sharply since the mid-1970s. 

• Part of the reason why birth rates among unmarried teens are at record high levels, 
while overall birthrates to teens are comparatively low, is that teenagers ate less 
likely to be married today (see page 4, Median Age of First Marriage). Today, 
adolescents are also less likely to marry if they become pregnant. 
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Rate of Births to Unmarried Women 
Trends by Race and Ethnicity, 1940-1992 



SOURCE: Figure preper c d by CRS bued on NCHS Complete dou Kiies by ncc end cthnkiiy oit 

not evtiUble. 


• Unmarried non-white (primarily black) women had higher birth rates in the late 
19S0s than they did in 1992, though their rate has risen recently after a low point 
in the mid-1980s. 

• The birth rate of unmarried white women, on the other hand, has risen persistently, 
particularly in the late 1980s. 

< The birth rale of unmarried Hispanic women rose from 52.0 births per 1,000 in 
1980 to 83.4 births per 1,000 in 1990, and now approximates the black out-of- 
wedlock birth rate. (Complete dau for unmarried Hispanic women are only 
available for the decennial census years.) 
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Unwed Births by Race/Ethnicity 
As a Percent of All Births in Each Group 



NOTE: Bcfinaiflgia 19t9,d«tt«nb]rfMtofiBother. Bcfim 1919 dalaai* bueden i»Mof 
child. Hi^Mnics m«y be «f «fly ncc. 

SOURCE: Figure prepared by CRS baaed oa NCHS data. 


• In 1992, almost 3 out of every 10 babies (30. 1 K) were bom to unwed mothers. 

< In 1992, over two-thirds of black babies, two-fifths of Hispanic babies, and over 

one-fifth of white babies were bom to unwed mothers. 

• Overall, the out-of-wedlock birth percentage is twice what it was in 1977 and three 
times what it in 1969. 

• A decline in the number of births to married women contributes to the rising 
percentage of births that are nonmarital. 
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Births to Unmarried Women 
by Age and Race, 1992 



White Tens 


1424476 Births 

SOURCE: PitpualbyCRSbuedoii NCHSSsu. 


• Most births to unmarried women are to adult women. 

• In 1992, 304 of babies bom to unmarried women were bom to adolescents. 

• In 1992, 60% of babies bom to unmarried women were while. 

• In 19S5 (the first year NCHS data by race are available), 35% of babies bom to 
unmarried women were white (not shown). 
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Births to Unmarried Women in 1992 
Live Births by Age of Mother and Previous Births 

ThOWJBMis 
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SOURCE: Fi|urc prepnrtd by CRS bued on NCHS dnu. 


• In 1992, 30% of all oul-of-wedlock births were to teenage mothers, and 65 9 were 
to mothers under the age of 25. 

< Although more out-of-wedlock births were to women age 20 to 24 than to 
teenagers, over half of out-of-wedlock births to women age 20 to 24 were not 
these women's first child. Many of these unmarried women were likely also to 
have given birth when they were teenagers. 

< Adolescents account for more oui-of-wedlock first births than do other age groups. 
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Child Poverty Rates by Family Type— 1993 
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SOURCE: CRS Ubuktions of the March 1994 CPS 


• In 1993, over one-in-five children (22%) were poor. 

• Children living in mother-only families were nearly 5-times more likely to be poor 
than children living in manied couple families. 

• Among children living in mother-only families, those whose mothers have never 
been married are most likely to be poor - 64.3X in 1993. 
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Percent of Mother-Only Families Receiving AFDC 
by Family Type— 1993 

Percent 
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• In 1993, nearly one-third of all mother-only families reported receiving AFDC. 

• Among mother-only families, never-married mothers were most likely to receive 
AFDC - nearly half (47.4%) in 1993. 
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Number of Motber-Ooly Families 
1975 to 1994 


Millkni of fftmilie* 



SOURCE; Figure prepared by CRS based on ubuUtions of 
•nnusl March CPS data 


• In 1994, there were an estimated 9.8 million mother-only families, more than 
double the number (4.2 million) in 1975. 

• In 1994, 3.8 million families were headed by mothers who have never been 
married; their number now exceeds the number of families headed by divorced 
mothers. 

• Over the period, from 1973 to 1994, the number of married-couple families with 
children has virtually remained constant, at about 23 million (not shown). 

• CAUTIONARY NOTE; Much of the increase in the number of mother-only 
families between 1981 and 1983, (especially those headed by never-married 
mothers) was because of improved Census Bureau survey procedures, which better 
identify female-headed families residing within larger family units. 
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AFDC Monthly Caseload 
January 1960 - September 1994 



NOTE: Estimates before OcL 1974 are all foniliei. Estimatea bcgiiuiing in OcL 1974 are {amiliea tia ibe 
AEDC bask program (ooeludinf AFDC4JP). 

SOURCE: Figure prepared by CRS based on OHHS Administration on Cbildma and Families data. 


• In September 1994, there were nearly 4.7 million families leceiving assistance 
under the AFDC program (i.e., basic AFDC program for single parents). 

• The AFDC caseload grew by over 1 million families between the July 1989 and 
January 1993 (a 29% increase). The caseload has stayed relatively level since theh. 
Part of the increase may be attributed to the last economic recession. 

• The recent AFDC caseload growth corresponds to the recent increases in the 
number of mother-only families, and especially the increase in families headed by 
never married mothers ~ a group whose children are most likely to be poor, and 
most likely to receive AFDC. A CRS study attributes perhaps as much as half the 
recent growth to the increased number of mother-only families. 

• The upsurge of the caseload in the earlier 1980s is associated with back-to-back 
recessions. The caseload would have likely risen even further in the early 1980s 
except for AFDC cutbacks that took effect in Oaober 1981, as part of the Omnibus 
Budget Reconciliation Act of 1981 (P.L. 97-35). 

• The caseload also increased dramatically during the late 1960s and early 1970s. 
More generous income eligibility requirements and dianges in program rules and 
administration contributed to the increase. 
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Chairman SHAW. I thank all of you. 

Mr. McCrery. 

Mr. McCreky. Thank you all for your testimony. 

Dr. Blank, you and Reverend Sirico don’t seem to agree exactly 
on what direction we should head with government programs. I 
wonder if you, Dr. Blank, would have any — I know you are an econ- 
omist, but do you have any thoughts about Reverend Sirico’s con- 
clusions with respect to government policy and its effect on the 
problem of illegitimacy? 

Ms. Blank. As I think I tried to indicate in my testimony, I sim- 
ply don’t think that there is any evidence that says that govern- 
ment policy, particularly the antipoverty programs that we have 
been running, are the primeiry cause of what has been happening 
with regard to illegitimacy. Those causes are so much broader and 
so much deeply spread through other changes in society. 

I strongly agree with Reverend Sirico in terms of the importance 
of nongovernmental institutions being heavily involved in this 
problem. I think I do disagree with him in any conclusion that says 
the government should be completely uninvolved. 

Mr. McCrery. Admitting for purposes of this discussion that 
there is no evidence, hard evidence — and I know you economists 
hke to deal in hard evidence unless you want to assume something 
to prove your point — ^but just based on his reasoning, do you have 
a problem with his basic reasoning that — and Reverend Sirico, 
please correct me if I mischaracterize what you said — ^because the 
government has instituted so many programs to take care of single 
women who have children, whether it is food stamps, housing sub- 
sidies, AFDC cash payments or all those things, that that has con- 
tributed to a couple things. 

Number one, less of a stigma attached to having an illegitimate 
child and, number two, less of a concern on the part of private in- 
stitutions, individuals and institutions, to feel like they have a re- 
sponsibihty to help those folks in our society. 

Ms. Blank. Let me answer the second question first, which is to 
what extent have these caused crowding out of private moneys. 
There actually is quite a bit of research evidence on that. We don’t 
have the best data that you could have. There is some indication 
and some studies that there is crowding out but it is far from dol- 
lar-for-dollar. It is more like 5 cents per dollar. 

And anyone who looks at the magnitude of the sort of govern- 
ment support programs that we have today and thinks that if you 
get rid of them that we would have that amount of money outpovu"- 
ing in terms of private charitable support, doesn’t know anything 
about this crowding out issue and how it seems to work. 

Mr. McCrery. What about the first part? 

Ms. Blank. The first part with regard to stigma, I think my 
main answer there is that the AFDC Program in particular and 
other government programs have not been the primary cause of ris- 
ing single-female-headed households, I don’t think they have been 
the cause of dechning stigma. That is occurring far too broadly. 

That is similar to the fertility effect that is occurring in many 
other coimtries. It is occurring in many segments of the population 
who never consider AFDC as a possible source of support. There 



235 


are many, many reasons for that, which I think are — they are in 
only minor ways related to government antipoverty programs. 

Mr. McCrery. Just as a general commonsense proposition, you 
don’t think that the creation of all of these programs and the 
spending of trillions of dollars on these support programs has any- 
thing to do with the reduction in the stigma? 

Ms. Blank. As my testimony says, I think on the margin, there 
are clearly effects for populations. I am an economist, right? What 
I think is not true is that these programs are the primary reason 
for the stigma and I do think the benefits of these programs actu- 
ally have been far more substantial than many people are currently 
giving them credit for. 

Mr. McCrery. I know, again, you economists Uke to handle num- 
bers and look at, in this particvdar case, dollars. But I don’t think 
necessarily dollars is what Reverend Sirico is talking about. And, 
again, please don’t let me put words in your mouth. My impression 
is, you are talking about much more than dollars. I thought you 
were talking about involvement by people, individuals, in helping 
other people in our society on a person-to-person basis. 

Father SiRiCO. If dollars could solve the problem, the problem 
wouldn’t be with us. It is a fallacy to think we have to transfer the 
exact amoimt of money that is spent on programs to the private 
sector because the private sector can do a lot of things that are in- 
direct, that are not quantifiable. 

Second, a lot of the money that is spent through government pro- 
CTams is really absorbed in the bureaucracy itself and doesn’t real- 
ty get to the people in need. If you spend $1 million on bread, it 
is not $1 million of bread that gets to people. You have all these 
transfer costs. So I think that, in the first place, is a mistaken no- 
tion. Besides which, the potency, the kinds of programs that are of- 
fered, Sister Connie Driscoll’s program that was alluded to by Dr. 
Wilson on the earlier panel, the Martin de Pores’ house in Chicago 
operates for women with children at a fraction of the cost to com- 
parable State-based and city-based pro^ams. 

Mr. McCrery. Thaink you, Mr. Chairman. I thought. Reverend- 
Sirico, your testimony was excellent. 

Dr. Blank, I think you su'e an excellent economist and appreciate 
your thoughts on the subject. 

Chairman Shaw. Mr. Ford. 

Mr. Ford. Thank you, Mr. Chairman, and the panelists. 

Dr. Blank, you mentioned at the end of your testimony what 
other policy options we might have. Can you talk about maybe the 
increased economic opportunities for youth that you have talked 
about briefly with other countries and the low rate of teenage preg- 
nancy and the problems that might result with more generous aid 
contributions to the poor? 

Ms. Blank. The role of the economy in terms of putting us into 
the problems we face is quite substantial, particularly given this 
issue that we just talked about on both of the first two panels, 
what is going on with regard to the men and their behavior toward 
their girlfiiends and their wives and their children. 

Male wages in this country have just plummeted for less-skilled 
men. If you do not have a high school degree, your wages, adjusting 
for inflation, have fallen 15 percent on average in the last 15 years. 
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That has occurred even with strong expansion in the employment 
available in this country. That strong economic expansion has fed 
through to increases in hours of work and increases in labor force 
participation among the poor. But, for every hour they work, they 
earn less per hour. And that limits people’s sense of opportunities, 
limiting their sense of the advantage from marriage, and limiting 
people’s sense as to how hard they should work. How are they 
going to get anywhere with these wage decreases? 

Mr. Ford. You think the woman is a primary motivation for 
marriage? 

Ms. ButNK. I am sorry, do you think that 

Mr. Ford. Employment is the primary motivation for marriage, 
subsequently a family formation, I guess? 

Ms. Blank. I think employment has been a very important rea- 
son for marriage in the past. Many women have gotten married out 
of economic necessity. It is how women supported themselves and 
their children. As women have had more employment opportunities 
and as men have had fewer employment opportunities, I think that 
is one of the causes of the decline in marriages. Other changes in 
society obviously are also occurring, as Reverend Sirico has pointed 
out, and I wouldn’t disagree with those, either. 

Mr. Ford. The Republican plan is to cut off teen mothers forever. 

Ms. Blank. Yeah. 

Mr. Ford. They do not have a plan that they have really ad- 
dressed in how we will prevent teen pregnancy. But let me ask you 
this. Dr. Blank. Do you think cutting off welfare will impact the 
sexual behavior of these teens that we are talking about at any 
given point? 

I will yield to the reverend on that question as well since he 
touched upon that in his opening statement. 

Ms., Blank. From what we know about teenage sexual behavior, 
it is not based upon very much attention to long-term economic cal- 
culations. It is based upon many other things, including particu- 
larly the messages that teenagers get about what is right and 
wrong with regard to certmn behaviors. 

Chsmging the economic incentives, alone, I suspect will have 
quite a bit less effect on teenage sexual behavior than it will on 
where they live and how they live after the child is bom, and in- 
deed on even if they cany that child to term. 

Mr. Ford. In other words, if cutting off those benefits from that 
teen mother, not only the sexual behavior, but you think that will 
stop her from having the next child? 

Ms. Blank. I don’t know the answer to that. Obviously we are 
running that experiment in a number of States. 

Mr. Ford. You are researching the evidence that you have seen 
and read. Reverend, you might know this. 

Ms. Blank. The evidence we have is the benefit levels, per se, 
do not have a big effect on fertihty, that it is other things driving 
the fertility changes and the fertility decisions including 3ie sexual 
behavior. 

Father SiRico. I don’t think it is just an economic question. If we 
remove certain economic subsidies and incentives and then there 
are other progreims in place to pick up those people who are in 
need and if those programs are moral tutoring programs, that hold 
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up certain standards with love but firmness, then I think that we 
have an opportimity to correct this kind of instant gratification phi- 
losophy that the welfare system, as it is currently constructed, per- 
mits and, in one way or another, it supports. 

Ms. Blank. I think the key phrase there is other programs in 
place. 

Father SiRico. Yes. 

Ms. Blank. That is my primary concern. 

Mr. Ford. Other programs, I have about 30 seconds left. What 
are these other policy options that you make reference to in your 
written statement. Dr. Blank? 

Ms. Blank. I mentioned a number of things Reverend Sirico 
mentioned. I think we need a social change with parents, gremd- 
parents, and everyone who serves as role models. Until we agree 
we will send different messages, nothing is going to change. 

Mr. Ford. Do you agree most of these teen pregnancies, that 
these kids are already in poverty and then there is a teen preg- 
nancy and they remain in poverty on welfare? 

Ms. Blank. I am sorry. 

Mr. Ford. If poverty brings about many of these teen preg- 
nancies. 

Ms. Blank. Poverty is one of the primary causes of these prob- 
lems simply because people have no sense of opportunities. And 
this goes back to this question of economy. 

Mr. Ford. It is not a teen pregnancy problem and then poverty? 

Ms. Blank. Improving the opportunities available to people and 
a sense of their potential future will do more to decrease preg- 
nancies among young women, lower — the lowest levels of teen preg- 
nancy occur 

Mr. Ford. So preventive measures should be a key factor. 

Ms. Blank. Lowest pregnancies occur among women who have a 
strong sense of where they are going and opportunities in life. And 
those are women who are looking forward to an education, who are 
lookii^ forward to marriage and to other things as opposed to 
thinking that I need some gratification now through a child. 

Mr. Ford. Thank you. 

Chairman Shaw. Mr. Collins. 

Mr. Collins. Thank you, Mr. Chairman. 

Just briefly, Ms. Blank, we were provided a chart earlier in the 
week by another panelist that indicates that the poverty rate hnd 
been on a steady decline for a number of years, beginning back in 
the forties. And in the late sixties, you see spending levels begin 
to increase dramatically auid the poverty rate just stopped, the de- 
cline just stopped. 

Are you aware of what programs we actually permitted at that 
time that required the additional spending that stopped the reduc- 
tion in poverty rate and made it go the other way? 

Ms. Blank. I am actually delighted you asked that question be- 
cause I think that is a misconception that many people have. The 
expansion in the economy in the sixties, both expanding employ- 
ment and expanding wages together, were very important, the pri- 
mary reason for bringing down poverty rates. 

In the early seventies, the main thing that happened was not the 
increase in antipoverty programs. The main thing that happened. 
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we went into a series of very close together recessions, one right 
after the other, starting with the oil price shock of the early seven- 
ties. 

All of the research evidence that I know on this topic essentially 
says that what happened is the expansion in poverty programs off- 
set the decline in economic opportunities that hit people at the bot- 
tom. Poverty should have gone up if you looked just at the eco- 
nomic factors. It didn’t go up. It remained flat because the expan- 
sion in government programs pulled down the poverty rate from 
what it would have otherwise been. 

Mr. Collins. But the poverty rate today, even after billions of 
dollars of increase in spending, is up three to four points from 
where it was in the late sixties? 

Ms. Blank. And again, I am delighted you asked that question. 
I have actually done quite a bit of research on why the expansion 
of the eighties didn’t bring poverty down as rapidly as the expan- 
sion in the sixties. The answer is very clear. The employment ex- 
pansion increased work, jobs, labor force participation, but the 
wage declines offset that. 

Unlike the sixties where you have wages rising and jobs rising 
and poverty plummets, you instead in the eighties have wages fall- 
ing and employment rising, and the two are fighting against each 
other, and poverty comes down only slightly. You don’t get the 
same kick out of economic growth because of this widening wage 
differential that is really impacting low-skill workers. 

Mr. Collins. Well, what I am hearing you say, we had tax re- 
form, both in the early sixties and the eau-ly eighties, that had an 
impact on the poverty rate. 

Ms. Blank. The economic changes in the tax reforms were all 
important. The government programs were important, as well. The 
evidence shows that this is a multivariate equation, so that what 
happens with wages, what happens with jobs and what happens 
with antipoverty programs and antipoverty spending all count. And 
they coimt in different ways in different time periods depending on 
how they are moving. 

Mr. Collins. Good. Well, I am hoping that others in this body 
and the administration, too, will look at the fact the Contract With 
America not only deals with this aspect, but it also deals with eco- 
nomic encouragement, too. 

Reverend Sirico, you mentioned in your statement that by gradu- 
ally ehminating Federal benefits, we probably could recoup some of 
our loss to the poverty. Just what do you mean by gradually ehmi- 
nating Federal benefits? Do you have something in mind there? Are 
you talking about a phasing out period, as I was talking about ear- 
lier? 

Father SiKiCO. Those are prudential questions, yes. I think the 
ideal is to have most needs met at the most local level of their ex- 
istence. So I would see phasing out all programs that view things 
in the aggregate, that view things in the abstract, and that have 
a macroperspective of things and devolve to the lowest level, per- 
haps by allowing money to stay at the lowest level with various 
kinds of incentives and perhaps this needs to be done over a period 
of time. 
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I don’t think it should be drawn out, because the more you draw 
it out — there is no better time than the present to do this. And it 
is frightening to me to think that you might stall and quibble and 
debate and nueince, because what will then happen is the forces, 
the lobbying forces and the special interests, whom you are threat- 
ening will react. The primary threat of welfare reform, it seems, is 
not to the poor but to the bureaucracy that justifies its existence 
off welfare. And those forces will come into being to lobby and pre- 
vent this reform. I think you need to do it very rapidly. 

Mr. Collins. I think that is a very good point. I think there are 
a lot of people up here who are pushing the alarm button that is 
actually ricocheting back home that is causing a lot of the friction. 
But I appreciate your testimony and I hope, too, that we can ad- 
dress the area of charity, that we can go back and encourage those 
who do have the wherewithal to contribute to charities that will 
help humanity. 

Thanks again. 

Mr. Nussle [presiding]. Thank you. That is what happens when 
you haven’t chaired a meeting yet. You have got to learn where all 
the buttons are. 

Let me ask — and it goes back to your testimony. Dr. Blank, in 
particular you had mentioned that one of the things that — only one 
of the things that we can do is to — or one of the main things that 
you would suggest we need to do is to change the culture, which, 
interestingly enough, as I heard the reverend’s testimony, it sound- 
ed like the same thing. And in fact, this has been my frustration 
with our whole process here is that you are right. 

We are just talking about a few things that are part of the prob- 
lem. I would never suggest that the government programs are the 
only reason we find ourselves in this situation. That is obviously 
not true. However, it is peirt of the problem. Everyone suggests 
that how big a part is some debate but it is at least part. So now 
we have got to go back to discussing what that is. Change the cul- 
ture. What do you mean? 

Ms. Blank. I am a strong believer in Reverend Sirico’s discussion 
about the role of the local churches, the local institutions, such as 
YMCAs, community organizations in changing the messages that 
get through to yoimg people. I think that is — ^you have got to start 
there. 

Basically, if you don’t have those sorts of changes occurring more 
broadly within the cultime, government programs or government 
changes are sort of irrelevant. Gk)vemment changes can reinforce 
that but are not going to start it. And we need to create the impe- 
tus through — I suppose one role the government can play here is 
pubhc education. 

With regzird to government programs, I think the most important 
cultural change when you talk about incentives is the question of 
what happens when a woman walks into an AFDC office. And I 
think rather than abolishing AFDC payments for groups of women, 
what we have to do is be much more clear as to what messages we 
send when women go in for assistance. We need to indicate that 
we are willing to provide assistance to them but there are mutual 
obligations here, and I think that is the key message. 
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Mr. Nussle. You are talking about changing programs and the 
attitudes in the agency. You said change the culture. When I heard 
that, you struck a nerve with me because it, to me, sounded exactly 
like what the reverend was saying, change the culture, which is 
underlying all of the things that seem to be going on. 

Part of changing the culture is the welfare, the bureaucracy, the 
pa3Tnents, part of it. But that is only one small part. You said 
change the culture and you — like I say 

Ms. Blank. I wish I could tell you how to accomplish that 
change. I wish I could. 

Mr. Nussle. I only asked what you mean. I am just interested 
in what you mean. 

Ms. Blank. I mean changes in how we deal with pregnant teens, 
changes in the messages we send men and women, young boys and 
girls from the ages of 8 on about what we expect of them in their 
adolescent years, in their early twenties in terms of what we expect 
from them with regard to schooling, with regard to behavior. That 
is a very complex thing to do. But I honestly think if we don’t do 
it, nothing is going to change with regard to this issue. 

Mr. Nussle. I agree suid that is why I zeroed in on that particu- 
lar point. Because what the reverend is saying and I beheve is so 
correct — and I would like you to elaborate a little bit on that — ^you 
know, you are talking of a — I don’t want to say bottom-up because 
it makes it sound like it is not really — that it is maybe not right. 
But it is bottom-up, families, individuals, neighbors, churches, you 
know, blocks. I mean, that is what you are talking about first as 
the first line of defense. 

And the reverend never said that I heard no government — I 
never heard him say that. He said not the first step and not the 
only step that appears to be — and not driving out all other steps. 
And part of what I guess I am searching for — and it is not the Con- 
tract With America. It is not any of these — it is not any of this. 

It is that how does the Federal Government prevent, how do we 
here in Washington prevent all of these exciting things from hap- 
pening at the block level, the individual level or the State or com- 
munity or city level? That is what I am searching for. How would 
he prevent those things from happening at this Committee table? 

Father SiRiCO. In a myriad of ways. In a myriad of ways you pre- 
vent it not even intending to. You have a macroview of the world. 
When you have a bad charity that doesn’t have any moral expecta- 
tion to it, what you do is create disincentives for people in their 
local congregations. Not that it has collapsed the whole thing, but 
it puts a damper on. 

Let me just anecdotally address that. Most religious representa- 
tives in this country woiild agree with this: The best way you can 
raise a collection or raise money is by evidencing an obvious need. 
What the Federal Government does is to mask that need because 
the Federal Government says “we are here.” 

“We have programs, illegitimacy — we can help that. Drug 
abuse — we can help that,” and all these things. And you are send- 
ing the message to the American people that the government’s 
there. When we ask people to give out of their means, we are ask- 
ing them to sacrifice. Even with a tax deductibility, it is a sacrifice. 
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And people are not going to sacrifice if they think there are other 
resources aveiilable. 

Just think of how you give and how you manage your income. 
You really have to turn this whole thing on its head and have the 
government only to provide in the worst-case scenarios, not in the 
first resort, and to provide in a way that is indirect, by creating 
space for opportunities that can exist on the local level. 

Mr. Nussle. I thank you. And that is where — and I wish my 
friends were here from the other side because I 

Father SIRICO. I do, too. 

Mr. Nussle. We all care. It is not an issue of whether we care. 
That is not it. There is enough caring to go on forever. It is a mat- 
ter of how do we address it, what is our perspective. 

Mr. Ensign. 

Mr. Ensign. Thank you, Mr. Chairman. 

Father, let me just read a quote by President Bill Clinton on De- 
cember 3, 1993. Mr. Bennett addressed that earlier today and he 
said, and I am quoting now from his — from President Clinton. 

If we need to reduce Aid to Families with Dependent Children, it would be some 
incentive for people not to have dependent children. I once polled 100 children in 
an alternative school in Atlanta, many of whom had had babies out of wedlock and 
1 said, if we didn’t give any AFDC to people after they had had their first child, 
how many of you think it would reduce the number of out-of-wedlock births? Over 
80 percent of^e kids raised their hands. There is no question that that would 
work. 

Yotir comments on that. 

Father SiRico. What was the quote, though, after that? There is 
no question that would work but — I seem to recall — “but of course 
we can’t do that,” something like that? 

Mr. Ensign. Yes. Yes, basically. 

Father SiRicO. We can do it. It can be done. And there will be 
people present for those who are in need. The fact — I mean, I un- 
derstand that you live here and you work here and you are ab- 
sorbed with the whole thing of Washington. 

I am not a politician. I have no aspiration to be a politician. But 
please understand, because you don’t do something doesn’t mean it 
is not going to get done. You have very vibrant, equally as intel- 
ligent people, pastors of churches, directors of organizations all 
over this country who are not political and who will organize if you 
move away the debris and the obstacles to that organization and 
perhaps meike a little bit more incentive available, like the 110 per- 
cent tax deductibility or tax credits or remove the net of regula- 
tions that inhibit the poor from benefiting themselves or that pre- 
vent ministries from meeting people’s needs. I could give you anec- 
dotes about that, as well. 

Mr. Ensign. To follow up on that, we heard some comments ear- 
lier today about public funds being funneled through the churches 
and loceil community organizations, and I want you to address that 
because I have some feeurs of that. I have some fears that when the 
church asks what happens in Europe, that once the church starts 
taking money from the public funds, that then there will be strings 
attached, that then the churches will become dependent on that in- 
stead of dependent on the funds, the willing givers. Obviously, in 
the Bible it talks about that God wants willing givers. He doesn’t 
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need the money. He wants you to have a willing heart and a giving 
heart. 

Father SiRiCO. I agree with you fully. And the people who have 
opposed this — ^let’s funnel it through the churches — don’t get the 
point. They are not getting the point yet. The point is, why do we 
have to bring it here and then give it back, thereby controlling and 
effectively socializing the private welfare systems that exist in this 
country and are doing effective and good tlungs? 

Leave it at the most local level. Create some incentives for people 
to give, but, by all means, if you simply subsidize the churches in 
their social mission, you are going to replicate the problem and also 
at the same time lull the systems that are some of the most effec- 
tive in this country. So I am against any funding to religious orga- 
nizations. Besides which, you will have all kinds of debate about 
that kind of thing from all political quarters. 

Mr. Ensign. There is no question. I think what we are talking 
about getting the money back to the States — and I think further 
than that, what we need to do is get back from the States then to 
the local levels and then 

Father SiRICO. Or leave it there. 

Mr. Ensign. Yes, leaving it there. 

Father SiRicO. Leave it there. 

Mr. Ensign. And then eliminating as much as we can from the 
public funding of it, letting people keep more of the money, 
taxwise, and then they wo^d in turn increase their giving to 
chiurches, local community organizations. There we don’t have some 
of the money taken off the top when it comes to Washington for 
administrative costs and then returned with all the strings at- 
tached, where we have ended up with a lot of the problems that 
we have had. 

I thank you, Mr. Chairman. 

Mr. Nussle. Thank you. 

The gentleman from New York, Mr. Rangel. 

Mr. Rangel. Thank you, Mr. Chairman. 

Dr. Blank, I will need your help in trjdng to get some support 
for the concept that you responded to with Congressman Ford, and 
that is that the lack of hope that exists in these communities, the 
inability to even think you can get a job, hke in the old days be- 
cause they have gone overseas now, have caused a lot of these 
youngsters not to feel stigmatized. 

I mean, even to be in poverty, to be ignorant enough to believe 
that you would have this child with or without funds just so you 
could have love, knowing that either poverty caused the child but 
the child’s going to end up in poverty, I would like to share some 
of my concepts with you but, more importantly, to get yoiu* ideas 
as to how it can be perfected, because if you really look and see 
who is making these babies, who is doing the drugs, who is doing 
the crime, none of them are employable. None of them have any 
dreams of the future. None of them have any jobs. I just want to 
work with you and see whether you can help me perfect it. 

Father, again, I want to thank the Chair for inviting you. As one 
altarboy to a priest, I know notwithstanding your testimony — that 
there must be something that we ought to agree on. One of them 
is that this child is a creation of God, and whatever the mother did 
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or didn’t do, that child should not he punished for whatever immo- 
rality the mother had. And whoever these benefits — ^health, food, 
shelter, things that Mary and Joseph were looking for — should not 
be denied to that child. 

I know we agree on that. But you said something about you 
being against funding for religious organizations. That wasn’t just 
generally, was it? I mean, you didn’t mean Cathohc Charities. 

Father SiRICO. I am against Federal funding for religious organi- 
zations. I was asked whether it would be good to fimnel money 
through religious organizations in order to accomplish these things. 

Mr. Rangel. The way we do it here is that we give Federal cred- 
its, that is, people don’t have to pay taxes if they give to a church, 
which is subsidizing them. You don’t object to that? 

Father SiRiCO. No, I don’t think that is a subsidy at all. It is only 
a subsidy if you presiune that the money is yours in the first place. 
I believe it is not the government’s money in the first place. It be- 
longs to the people who produced it, it belongs to them. 

Mr. Rangel. Let me try again. 

Father SiRICO. Sure. 

Mr. Rangel. Once everyone’s tax liability is established, that is 
the law, that is what they owe. Then when the government says 
we reduce that if you give to the church, as a deal to encourage 
giving to the church. So I don’t think you view it as a subsidy in 
the strict sense of a subsidy. Because if you were directly subsidiz- 
ing, there would be all kinds of redtape and standards that you 
would expect to accompany the subsidy. 

This organization. Action Institute. 

Father SiRico. Acton Institute, Lord John Acton. 

Mr. Rangel. What is it? 

Father SiRicO. Lord John Acton. He said, “Power tends to cor- 
rupt and absolute power corrupts absolutely.” 

Mr. Rangel. Is this a nonprofit organization? 

Father SiRicO. It is, yes. We take no government money by con- 
stitution. 

Mr. Rangel. Are the contributions tax exempt? 

Father SiRiCO. Yes. 

Mr. Rangel. And when you buy things and whatnot, you don’t 
pay taxes under the 501(c)(3)? 

Father SiRico. Yes. 

Mr. Rangel. Now, is this a subsidiary of the Catholic Church? 

Father SiRiCO. No, it is not. It is completely independent. 

Mr. Rangel. This has nothing to do with religion. 

Father SiRiCO. Yes, it has to do with religion. You asked me if 
it was a Catholic organization. 

Mr. Rangel. Cathohcism? 

Father SiRicO. We are ecumenical. We work with people from all 
different faith traditions. 

Mr. Rangel. Your testimony, does this represent the thinking of 
the Roman Catholic Church? 

Father SiRiCO. In its institutional form? Do you mean am I a rep- 
resentative of the Catholic Bishops Conference? I am not. How- 
ever — 

Mr. Rangel. Do they support what you have said here today? 
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Father Smico. You would have to ask them that. On prudential 
matters, Catholics have a wide variety of opinions. However, I 
would indicate that the principle of subsidiarity has been articu- 
lated throughout the Catholic tradition and, in fact, the — the sec- 
tion where I deal with the principle of subsidiarity is drawn from 
the encyclical of John Paul II, Centesimus Annus. I believe it is the 
48th paragraph. 

Mr. Rangel. Father, remember me in your prayers. But what I 
really want to find out, is there any Catholic Church organization 
that beUeves that we should not provide funds for a child that is 
bom out of wedlock? 

Father SIRICO. Well, your presumption — ^you are asking that gov- 
ernment should not provide 

Mr. Rangel. AFDC is what we are talking about here. 

Father SlRlCO. Yes. 

Mr. Rangel. Do you object to anything 

Father SiRicO. We have talked about an awful lot. I have been 
here 3 hours. 

Mr. Rangel. A child, 18, just because she is 18, has a child, 
should we be allowed to provide money for her child’s health and 
welfare? 

Father SiRiCO. I don’t think that there is any moral obligation 
for the govenunent in all cases to do that. 

Mr. Rangel. OK Period. 

Father SiRico. Period. 

Mr. Rangel. Does any Catholic organization that you know of, 
the Catholic Bishops or Catholic Churches or priest organizations 
that you know of agree with the position you just stated? 

Father SiRiCO. I am sure there are different groups of Catholics 
and Catholic organizations and charities. 

Mr. Rangel. I am sure there are too, but I need them for the 
record so I can go to them. 

Father SiRiCO. I would say probably St. Martin de Pores’ House 
in Chicago which deals with women like this. 

Mr. Rangel. Chicago is different. 

Father SiRiCO. South side. 

Mr. Rangel. That is different. 

Father SiRicO. The Catholic Campaign would probably agree 
with that. 

Mr. Rangel. OK 

Father SiRICO. I believe that is Washington, actually. 

Mr. Rangel. Do you believe that if a woman has a second child 
and she is on welfare, that no benefit should go to that second 
child? 

Father SiRICO. I think in certain cases, that is a very good idea 
if I was dealing as the director of a charity. 

Mr. Rangel. Father, help me. 

Father SiRico. Let me just answer the 

Mr. Rangel. But, Father, answer me 

Father SiRICO. That is the problem. Congressman, is that you 
are viewing it in an aggregate. And I am saying, tell me who the 
woman is, tell me what the second child is about? Has she been 
raped? What has gone on in her life. Then I can answer that ques- 
tion. 
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Mr, Rangel. OK. The woman had sex, she made a mistsike, she 
is getting welfare. Boom, she makes another mistake, she is preg- 
nemt. That is the story. 

Father SiRico. OK 

Mr. Rangel. Should the second child be denied assistEince? 

Father SiRiCO. From the government, perhaps so. 

Mr. Rangel. This is us, the government. 

Father SiRiCO. Yes, I know. And what I am saying is, let it de- 
volve down to local charities who can make these more nuanced de- 
cisions. 

Mr. Rangel. I am not going to argue with you. You deal with 
a higher authority than I do. I am just trying to help myself in 
thinking about this issue. 

Father SiRiCO. I’m reheved you know that. 

Mr. Rangel. The Catholic Charities, does the Cathohc Charities 
or the Catholic Bishops agree with that point? 

Father SiRiCO. You have to ask them. I am not on their staff. Let 
me explain something, though, vis-a-vis Catholic Bishops and the 
staffers amd their poUcy recommendations. Those are prudential de- 
cisions that are made. The Catholic Church does not advocate any 
partisan view. 

The concern of the Catholic Church is the dignity and the well- 
being of each human being. And the way in which those needs are 
met are open to all kinds of philosophical and prudential debates. 

Chairman Shaw. OK The time of the gentleman 

Father SmiCO. And I think *my Catholic bishops would agree 
with that statement. 

Chairman Shaw. The time of the gentleman has expired. 

Mr. Rangel. Well, we have to pray together. 

Father Snuco. Let us do that. 

Chairman Shaw. Well, we should end on that one. 

Mr. Camp. 

Mr. Camp. Thank you, Mr. Chairman. 

I apologize. I was at a trade meeting euid couldn’t hear your tes- 
timony. But I did have a question. Father. Maybe you have an- 
swered it. And if you have — do you think that individuals will 
change their behavior if welfare policy is changed? 

And what we eire trying to do is institute changes that will pro- 
mote work. We will time limit welfare. Do you think that will have 
any effect? 

Father SiRiCO. I think that will have an effect if, coupled with 
that, you will allow people on the local level to pick up the slack 
of the government. And by that, I do not mean that you have to 
transfer that absolute amount to local agencies. What I Eim saying 
is that we cam do it more effectively, more efficiently, and that we 
can instill the moral guidelines and expectations and standards 
that are required to transform a person’s life. 

Yes, I think that that can be picked up and that will discourage, 
if you have this kind of moral tutoring going on, that will discour- 
age the kind of immorality that has produced the illegitimacy 
rates. 

Mr. Camp. The proposal we are looking at would stop giving cash 
payments to mother — children who have children, and, instead, we 
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would block grant that to the States along with the housing pro- 
gram and allow the States to develop programs. 

Do you have any opinion on that provision? 

Father SiRICO. As I said in my statement, my fear is that merely 
in doing that, we will run the risk of creating State capitol bu- 
reaucracies that will replicate the problem we are currently facing 
with the Federal situation. 

I think it is a step in the right direction but I think we need to 
go more radically. And I would say that you have a — and I will re- 
peat what I said earlier. You have a great opportunity right now. 
The country is expecting you to do something radical. The longer 
you wait, the more difficult it is going to be, the more the forces 
of reaction will — will put roadblocks in your way. 

Do this, do it very radically, and expect institutions on the local 
level to minister with great love and great care and great concern 
for the people with whom we live. 

Mr. Camp. Thank you very much. 

Thank you, Mr. Chairman. 

Chairman Shaw. Mr. Levin. 

Mr. Levin. Thank you very much. 

Welcome to all three of you. Let me follow up on my colleague 
and friend’s questioning. Father, because it is not quite clear to me. 
In your testimony, you said, in my view, the Federal Government 
should not now try to tinker with its welfare programs to pimish 
women who give birth to children outside of marriage. But then 
you seem to say, essentially, let’s get the Federal Government out 
of that decisionmaking, right, and you prefer the State government 
be out of it. 

I checked, by the way, the administrative expenses figures in the 
book, and they are about the same on the State and Federal level. 
I am in favor of Federal devolving considerable authority to the 
States or flexibility for the States, but just so we are clear, while 
the administrative expense is 10 percent, it is not 40 or 50 percent. 

It seems to be about the same on the State and Federal level, 
which might support your position that there shouldn’t be really a 
devolution mainly from the Federal Government for the States but 
by all government for the private sector. It seems to be your posi- 
tion. 

Father SiRico. Great portions of the Federal Government to the 
private sector, what can’t be done by the private sector in cases of 
emergency, catastrophes and things like that might be done by gov- 
ernment. I don’t think, however, that by the government limiting 
its role in these circumstances it is punishing people. 

I think what it is doing is removing itself and allowing institu- 
tions to come in and deal with people on a much more individual 
level. 

Mr. Levin. I imderstand that. Now, you are also saying — I think 
you ssud for Representative Camp that devolving not mainly from 
the Federal for the State but from the Federal Government — the 
responsibility, for the private sector, your statement in favor of 
that, you said that doesn’t mean that we would provide the Federal 
funding or the State funding, that the funds would not go with the 
responsibility. 
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So what you seem to be saying is that because private institu- 
tions can shape programs better per individual, let them do it but 
without basically major governmental funding, and then your the- 
ory is because Federal funding has crowded out private contribu- 
tions. 

Well, you said you are for radical change, I think, that is. Now, 
let me ask you this: Do you think there are any private organiza- 
tions today that would say they could take over the full responsibil- 
ity now undertaken by Federal and State governments — the States 
are into this, too — without any significant governmental funding 
increase? I mean, you think any organization would agree that they 
could do this now? 

Father SiRico. Well, let me make two remarks about that. The 
first is that it is a mistake to think that the amount of money 
would have to be raised by private organizations. That is the 
amount of money that is currently being spent by the Federal Gov- 
ernment for various programs. 

Second, I would imagine that there would be a whole host of or- 
ganizations that would be willing to stand and say yes, if you allow 
us without the kinds of regulations that currently impede our work 
and with the proper kind of tax incentives and with a vibrant econ- 
omy that would allow people to have a greater — to retain a greater 
share of their income without the onerous tax burdens that many 
people now labor under, then I think, yes. I think there would be — 
and not only that, I would also predict that a whole host of organi- 
zations would come into existence to meet the needs of the poor. 

Mr. Levin. Just quickly, because the light has shifted its color, 
and I think red comes next, you imagine, you say, you predict 

Father SlRlCO. That is a good point. 

Mr. Levin. What do we do? We just cut off the fimding? 

Father SiRiCO. This is exactly the gravamen of the argument 
here, isn’t it? I dissent from the notion that the State knows what 
to do about these problems. 

Mr. Levin. That isn’t the issue I am raising. What I am saying 
is, if we shift from governmental involvement strictly or essentially 
for private responsibility, the private caretaker notion — CEiretaker 
isn’t the best word, but private sector responsibility — you predict 
and assume there would be funding. 

But how do we know that and what do we do in the meanwhile? 
Do we put all the people who are presently at risk — most of these 
are children — do we put them in a position of assuming your as- 
sumptions are correct? 

Father SiRico. Well, these are very good and complex questions. 
Let me just make 

Mr. Levin. What is the answer? 

Father SiRico. Well, the answer is, I would refer you to the 
Nobel laureate’s Friedrich Hayek’s book, “The Fatal Conceit.” The 
conceit of government, that it knows what it is doing and it can 
micromEUiage everybody’s life. 

Second, I would say if we were accustomed as a society to having 
the government provide all of our food and someone came up with 
the radical notion that we should allow food to primarily be pro- 
vided by the private sector, the similar kind of question you have 
asked me wotdd be asked of the person proposing that. 
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Chairman Shaw. The time of the gentleman has expired. 

Mr. Rangel raised a question. Mr. McCrery says he has the an- 
swer. I am going to yield. I yield back to Mr. Rangel and then we 
will return. 

Mr. McCrery. I just wanted to help out Reverend Sirico with the 
question posed by Mr. Rangel with respect to the Catholic Char- 
ities, whether they have an official position of not giving cash bene- 
fits to women under the age of 18. In fact, they do. Catholic Char- 
ities recommends that no cash benefits be given to children under 
18 having children. So that is an official position of the Catholic 
Charities. It is right here. 

Mr. Rangel. Would you help me for 1 minute? Would Catholic 
Charities support the Contract With America provisions as we 
know that? Do they endorse that? Because I really don’t know. 

Mr. McCrery. Well, I will read to you exactly what they say and 
you can decide for yourself. 

Mr. Rangel. Well, that would be good. 

Mr. McCrery. Catholic Charities recommends there should be a 
minimum legal age at which one becomes eligible for AFDC, age 
18 is recommended. 

Mr. Rangel. We are talking about 

Mr. McCrery. That is what the Contract says. 

Mr. Rangel. What about the second child? Is that included in 
that at all? 

Mr. McCrery. They don’t speak to the second child. 

Mr. Rangel. What about the 2-year work limitation? Is that in 
there? 

Mr. McCrery. They do make references to work, yes. 

Mr. Rangel. They do all of these wonderful things 

Mr. McCrery. All of these things would be available through the 
States. 

Mr. Rangel. The outfit in Chicago 

Mr. McCrery. I just thought you wanted to know the answer to 
the question. 

Mr. Rangel. No, I appreciate that some Catholics are doing 
things about it, so I am glad. Thank you. 

Chairman Shaw. Well, on that note, we will now recess. 

I want to thank the final panel and, also, I want to thank you 
for indulging me and allowing the third panel to come in ahead of 
you. I appreciate that very much. 

We will be adjourned and we will be reconvening at 12 noon on 
Monday. 

[Whereupon, at 1:58 p.m., the hearing was adjourned, to recon- 
vene at 12 noon, Monday, January 23, 1995.] 
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MONDAY, JANUARY 23, 1995 

House of Representatives, 

Committee on Ways and Means, 
Subcommittee on Human Resources, 

Washington, DC. 

The Subcommittee met, pursuant to call, at 12 noon, in room 
1100, Longworth House Office Building, Hon. E. Clay Shaw, Jr. 
(Chairman of the Subcommittee) presiding. 

Mr. Camp. The meeting will come to order. This is the Sub- 
committee on Human Resources of the Committee on Ways and 
Means. 

At this time, I would like to recognize Mr. Collins for an opening 
statement. 

Mr. Collins. Thank you, Mr. Chairman. 

Mr. Chairman, Republicans want able-bodied Americans to work. 
That is why we are greatly concerned by the leap that welfare has 
taken. Recent studies indicate that the average family now on Aid 
to Famihes with Dependent Children will be on the welfare rolls 
for over 7 years if repeat spells are counted. This situation is a 
tragedy for both the adults on welfare and their children. It is also 
a tragedy for taxpayers. 

In the past, it was considered compassionate to continue giving 
these families public benefits — cash, food stamps, medical care in 
nearly every case, and housing, child nutrition, home heating and 
other benefits in many cases. When Republicans began arguing 
that simply giving away welfare benefits was bad for able-bodied 
adults because it encouraged them to become more dependent on 
pubhc aid we were at first a lonely voice saying what had to be 
said. 

Thankfully, that day is long past. It appears that we now have 
reached consensus on the belief that just giving things away is bad 
policy. Rather, we must expect people to return something to soci- 
ety when society extends a helping hand. Today, requiring able- 
bodied adults to work is recognized as good policy for welfare re- 
cipients and taxpayers. 

Some critics of Republican policy demean the kind of work such 
as reiking leaves and hamburger flipping that young, unskilled par- 
ents take when they first leave welfare, but millions of Americans 
work, support their famihes and even pay taxes by accepting just 
that sort of job. These adults should be greatly respected and com- 
phmented, especially if these low-skilled jobs help families leave 
welfare and especially if these jobs lead to letter jobs, as they so 
often do. It is often the disciplined work ethic and good habits de- 
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veloped in these jobs that lead to advancement up the economic 
ladder of success. 

A major component of welfare reform is figuring out how to use 
government to help more families leave welfare by working. We 
know that over 1 million families leave welfare each year because 
of work. We also know that too many of these families later return 
to welfare. So our task is twofold: First, finding ways to help adults 
prepare for and accept jobs that get them off welfare; and, second, 
finding ways to help adults stay off welfare. In oxu- view, we need 
a combination of carrots and sticks to achieve these two goals. 

From the moment parents show up in the welfare office they 
should be encouraged to prepare for work and to search for jobs. 
Further, the overwhelming majority of parents should begin pur- 
suit of work with two realizations, that there is a definite time 
limit to cash welfare and that their fellow citizens have established 
programs outside the welfare system to help them. 

These programs outside the welfare system include the earned 
income tax credit, which will soon provide a working mother and 
two children up to $3,500 in cash per year, transition Medicaid and 
day care benefits that last for 1 year after welfare, more than $11 
billion in child care spending on a variety of programs, and many 
billions more on a host of coverages for medical care. 

The purpose of our hearing today is to learn the characteristics 
of programs that are successful in helping adults on welfare avoid 
dependency by learning to rely on their own efforts. Then Congress 
must give States the flexibility and resources necessary to achieve 
the delicate balance of public assistance and mandatory require- 
ments that are the hallmarks of programs that help adults achieve 
independence from welfare while treating them with the dignity 
that comes with citizenship. 

Mr. Camp. Thank you. 

Now I recognize Mr. Ford for purposes of an opening statement. 

Mr. Ford. Thank you, Mr. Chairman. 

I want to welcome the witnesses who will be testifying today on 
welfare dependency and the welfare-to-work programs. 

Today’s hearing is critical to the welfare debate. It raises the fun- 
damental question facing us: How can we help families on welfare 
to support themselves so that they no longer need to rely on the 
government? 

Democrats and Republicans can certainly agree on one thing: 
Working at a job that supports your family is far better than work- 
ing to rely on welfare. Where we sometimes differ is with the 
means we must use to achieve that goal. 

When it comes to work programs for AFDC recipients, our first 
task is to build on the work program that was established in 1988 
to make it even more effective than it is today. We have now had 
several years of experience with the JOBS Program, and it is time 
to fine tune JOBS, perhaps give States more flexibility, and make 
certain that we have the resources to mount an aggressive welfare- 
to-work program. 

We must also set realistic participation requirements that recog- 
nize the fiscal capacity of States and their true ability to imple- 
ment a welfare-to-work program and that reflects an understand- 
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ing of the welfare recipient herself, her strengths and her weak- 
nesses and her abilities. 

Mr. Chairman, I am pleased to hear that those who are here to 
testify today also stress in these areas the same type of things that 
we are talHng about and, hopefully, that we can look at this wel- 
fare bill or the welfare debate that will be before this Committee 
and move a bill with a work program, that we know that job cre- 
ation must play a major role in trying to replace welfare and offer 
an opportmaity for many people who are in the welfare populations 
an opportunity to have education, training and a decent job to pro- 
vide for the basic necessities of life for them and their children. 

Thank you, Mr. Chairman. 

Mr. Camp. Thank you. 

I Would like to welcome our witnesses today. 

Our first panel is led off by Judy Gueron, one of the country’s 
premier experts on welfare-to-work programs and the president of 
the renowned Manpower Demonstration Research Corp. Lawrence 
Mead is a distinguished social scientist who has written extensively 
on this issue, and Toby Herr has conducted for many years pro- 
grams that actually get welfare recipients working and staying off 
the welfare rolls. 

Welcome. 

STATEMENT OF JUDITH M. GUERON, PRESIDENT, MANPOWER 
DEMONSTRATION RESEARCH CORP. 

Ms. Gueron. I appreciate the opportunity to appear before you 
today. I will svunmarize my testimony and request that the full tes- 
timony be included in the record. 

My remarks focus on why welfare-to-work programs have been 
the central element of reform efforts for the last 30 years and why 
they will be critical to the success of reforms under discussion in 
1995. 

AFDC was explicitly created in 1935 to help single mothers, pri- 
marily widows, stay out of the labor force and t^e care of their 
children. The goal was to reduce child poverty, and the possibility 
of long-term welfare receipt for that group was accepted. But since 
then much has changed; Women flooded the labor market, and 
mothers on welfare are now primarily unmarried. Providing long- 
term support is clearly not popular. 

The public wants change, but it also wants reform to satisfy two 
conflicting goals: Providing a safety net under children and requir- 
ing that their parents work. 

Starting in the late sixties and in 1988 with the creation of the 
JOBS Program, Congress and the States crafted a new basic com- 
promise to reconcile these goals. Welfare should be transformed 
from a no-strings-attached entitlement — if you were poor you got 
money — to a program where fauniUes could continue to get support 
but parents would have to participate in some work-directed activ- 
ity or work for their benefits. 

Effecting this transformation has not been easy. Nonetheless, 
there is an imusually reliable record showing that change can be 
successfully implemented and that jobs can be a fourfold winner: 
Helping to meet society’s two goals — providing more money for chil- 
dren and substituting work for welfare by their parents — generat- 
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ing budget savings and making welfare more consistent with public 
values. 

The best evidence comes from a recently completed study of Cali- 
fornia’s JOBS Program called GAIN. At its most successful, River- 
side County, which sets a benchmark for JOBS’ potential — and the 
director of that program you will be hearing from later — GAIN pro- 
duced a 50-percent increase in earnings and a 15-percent decline 
in welfare outlays, thereby returning taxpayers almost $3 for every 
$1 spent to run the program. 

Throughout the State of California the results were about half 
that good. Riverside’s program was distinguished by its emphasis 
on getting people a job qxiickly, its reliance on job clubs but sub- 
stantial use of basic education, its enforcement of a participation 
mandate — getting about 60 percent of people into some activity — 
its close links to the private sector, and its cost-conscious and out- 
come-focused management style. 

Studies suggest that different JOBS approaches yield different 
results. Job clubs can get people into emplo 3 nnent quickly and save 
taxpayers money but do not improve job quality or succeed with 
the most disadvantaged. Adding some skills training can cost tax- 
payers more but can lead to some better jobs and might make a 
greater long-term difference in earnings. Programs that favor qmck 
employment but also include some human capital development 
services can combine the benefits of both strategies. 

As for mandatory work-for-benefits — or workfare — programs, in 
strictly budgetary terms these don’t appear to save money, and 
they have almost always been at small scale. However, they pro- 
vide a means to maintain a safety net for children while sending 
a strong prowork signal to their parents and producing socially 
useful work. To save child care costs States have often limited the 
work hours in such programs. 

Bringing the JOBS system nationwide up to the standard of high 
performance programs is a vital prerequisite to making a time 
limit — either with some form of work at the end or with all support 
simply ending — feasible and affordable. This is because, from a 
State’s perspective, the risk of time limits will be high unless more 
people leave welfare before reaching the time limit. If not, too 
many will hit the cliff and either require subsidized work at added 
cost or face a dramatic loss of income. 

But Federal and State actions are needed for JOBS to reach its 
potential. To make the mandate real, JOBS needs more resources. 
Yet, despite broad-based enthusiasm for work programs, funding 
could be at risk if States under block grants have to pay for AFDC 
benefits and work programs out of the same resources. Efforts to 
reform welfare must also confront the limited work potential of 
some welfare recipients. While most can work, some cannot or 
could only with close supervision. 

A final word about the welfare reform debate itself. It will be 
critical not to overpromise about the likely success of reform. Help- 
ing the public understand what level of change is attainable might 
break the cycle of cynicism that has resulted from past waves of 
welfare reform. 

Thank you. 

[The prepared statement and attachment follow:] 
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TESTIMONY OF JUDITH M. GUERON 
MANPOWER DEMONSTRATION RESEARCH CORPORATION 

Good morning. I am Judith Gueron, President of the Manpower Demonstration Research Corporation 
(MDRC). 1 appreciate the opportunity to appear before this Committee today to present what is 
known about ^e effectiveness of welfare-to-work programs. 

Background ; Adding a_Pariicipalioo_R«iuireiiienf to an Eplillcmepl 

As background, it is critical to recall why a work strategy has been at the forefront of welfare reform 
efforts for the past 30 years, and why current proposals make the success of this approach even more 
vital. 

The welfore reform debate in this country reflects a dilemma identified as long ago as the 
Seventeenth-Century English Poor Laws: Is it possible to assist poor people without, by that very act, 
giving them incentives for behavior that perpetuates poverty and dependency? In particular, is it 
possible to provide support for employable people without discouraging work? 

This reform dilemma arises because, as a nation, we have two conflicting goals for welfare. First, 
Americans do not want children to be poor, and thus our first goal is to reduce child poverty. The 
most direct way to do this is to provide the parents of poor children with money. But, second, 
Americans also think that parents should be working and supporting their children. One way to 
encourage this is to reduce welfare benefits so that work is the only reliable alternative to starvation. 

However, children and their parents are a tied sale: You cannot help one without helping the other. 
Thus, it is hard to get tough on parents and yet continue to provide a safety net to support their 
children. When the federal government began providing income assistance to poor families, as part 
of the Social Security Act of 1935. times were diiTerent and, for single mothers, the public placed 
primary emphasis on the first objective. Thus, the Aid to Families with Dependent Children (AFDC) 
Program was explicitly created to help single mothers stay out of the labor force and take care of 
their children. One researcher. Gilbert Steiner of the Brookings Institution, has called AFDC’s 
enactment a national commitment to the idea that a woman's place is in the home. The public 
thought this was foir because, at that time, fewer middle-class women were working and because 
AFDC supported a popular group (primarily widows or the wives of disabled workers). People did 
not care if welfve reduced this group’s work effort (they intended it to) or remarriage rate. Contrary 
to what you hear, individual welfare entitlements were not meant to be temporary. 

However, with the extraordinary tripling of l^r force participation by women over the last 40 years, 
the public no longer thinks it is foir to support poor single movers, when other women are working 
for little money and often not by choice. That w^fare mothers are now more likely to have had 
children outside of marriage adds to their unpopularity. 

Beyond equity issues, the public is concerned that welfare creates perverse incentives and worries that 
if you pay for something, you will get more of it. The fear is that a welfore system that provides 
funds mainly to women who are single mothers promotes illegitimacy by enabling women to support 
their children without depending on men. While the research record is not clear on how much 
welfore has promoted single and unwed motherhood, the concern persists. 

These developments undermined support for the original idea that welfare should provide an 
alternative to paid work. Instead, a new basic compromise was forged: A mandatory welfare-to-work 
strategy was added, and the notion of welfare as temporary and transitional was introduced. Under 
this approach, Congress has maintained the basic AFDC safety net, but added work-related mandates 
in an effort to mitigate the unintended consequences that might flow from providing assistance. In 
effect, AFDC was changed from a no-strings-anached entitlement - if you were poor, you got 
money — into a reciprocal obligation, under which, to get foil income support, people would have to 
participate in some work-directed activity or work hself. 

The attractiveness of the work strategy was its promise to reconcile society’s two goals. Yes, families 
(and thus children) would continue to get income, but that income would be reduced unless the 
parents took steps toward work. The hope was that new requirements would simultaneously change 
the values conveyed by the welfare system, make w^fare less attractive, and provide services that 
would speed the transition to self-support. 

The general approach was that welfare recipients would have to participate in activities designed to 
help them get an unsubsidized Job - activities sudt as job search, education, skills training, or unpaid 
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work - or risk losing some share of their welfare benefits. Since 1967, there have been several 
visions of how to make this mandate real. Under the Work Incentive (WIN) Program during the 
1980s, the emphasis was on getting women with school-aged children to look for work. Research 
showed that the resulting relatively low-cost job search programs could be cost-effective, but that 
many people remained on welfare and those who went to work got low-paying jobs. This led to a 
more ambitious focus in the Family Support Act of 1988 and the Job Opportunities and Basic Skills 
Training (JOBS) Program it established: extending the mandate to women with younger children and 
providing a mix of services - with an emphasis on education and training - in an effort to further 
promote work, reduce poverty, and decrease long-term dependency. While some people emphasized 
that WIN and JOBS involved participation in employment-enhancing activities, others argued that 
those who were not successful in finding regular jobs would have to work in government-created 
community service positions in order to receive continued income support. Most recently, advocates 
of the latter approach propose setting a firm limit on the length of time people could receive 
employment services, after which the only option for continued public support would be some form of 
work. 

Over the past 25 years, states have struggled to make a conditional entitlement real. This has proven 
difficult. Where successfully implemented, such programs have increased work and reduced reliance 
on welfare but, alone, these programs do not appear to work miracles. Does this mixed experience 
suggest that it is time to abandon the basic compromise of the welfare-to-work strategy? 

In this testimony, I argue that the answer is a compelling "no," and that, quite to the contrary, our 
nation should now redouble its efforts to make this transformation succeed. This is because work 
strategies still offer the best hope for reconciling society's dual goals and containing costs. 

Moreover, if we care about protecting children, successful welfare-io-work programs will be even 
more urgent if Congress or some slates decide to place time limits on welfare (followed either by 
work or a cutoff in all income support). 

What Ch allenge Do Welfare Administrators Face in Traitsformine AFDC? 

Administrators face four challenges in transforming AFDC into a work-focused mandate that moves 
people permanently from welfare to work. The first is resources. Enforcing participation requires an 
up-front investment in staff (to connect people to services, monitor their participation, review reasons 
for nonparticipation, and cut grants if people do not play by the rules); in providing activities (job 
clubs, work slots, etc.) that are sufficiently plentiful to give teeth to the mandate; and in child care, 
transportation, and other support services so that AFDC mothers can participate. 

The second is changing the culture of JOBS program offices, and possibly welfare payment offices as 
well. Laws are made in Washington and state capitals, but policy becomes real in the exchange 
between welfare staff and recipients. The past focus on rooting out fraud and abuse has pul the 
accurate determination of people’s eligibility for benefits at the top of the agenda in most welfare 
offices; getting them into jobs has been something of an afterthought. Moreover, efforts to change 
this have often left staff overwhelmed and confused: They are told to provide in-depth support and to 
closely monitor recipients, but have caseloads of several hundred; they are given contradictory goals 
of simultaneously transforming people’s earning capacity and getting them jobs quickly; they are told 
to get jobs for potential long-term recipients, but not how they might accomplish this. Changing the 
culture in JOBS offices will require clear priorities, adequate staff, and sufficient resources. 

The third challenge concerns the women themselves. AFDC recipients are an extremely diverse 
group, with some being highly employable and others being close to disabled, although not eligible 
for Supplement Security Income (SSI) benefits. A recent survey of people who were targeted for the 
JOBS program in selected sites shows that between a quarter and half Jacked prior work experience, 
at least a third had extremely low literacy skills, and more than a quarter said they could not 
participate at that point in time because they or their child had a health or emotional problem. (The 
share unable to participate would have been larger if the survey had covered all AFDC recipients, 
i.e., including those not currently subject to the JOBS mandate.) But. somewhat surprisingly, the 
same survey shows that welfare recipients support the idea of participation mandates. Furthermore, 
the vast majority say that it is fair to make people on welfare get a job, even if they do not want to. 

The fin^ challenge, which affects the ability of any work-focused mandate to succeed, comes from 
the job market and economic incentives facing welfare recipients. In pushing recipients to work, and 
equipping them for it, states have been swimming upstream against the strong current of declining 
wages for the low-skilled. The combination of the low wages they command and the perverse rules 
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of the welfare, Medicaid, and child care systems — where people can be worse off working than on 
welfare — means that welfare recipients have little economic incentive to work. 

These last two challenges - low skills and lisle economic incentive to work - help explain why 
welfare recipients who take jobs often leave or lose them quickly. 

Was^JOBS l!nplgnenied2_ Has JOBS Failed? 

Reports from the General Accounting Office, (he Rockefeller Institute of Government at the State 
University of New York, and MDRC show huge variability in the success of states in implementing a 
work-focused mandate. JOBS was supposed to provide both carrots and sticks: offering employment- 
directed services, but requiring that people participate and take steps toward self-sufficiency. In 
1988, the public was led to expect that the new legislation would ^ndamentally change the message 
and character of welfare and reduce the rolls. In some places, as a result of JOBS, welfare is now 
very different; but in many places, it is not. The reasons are clear: Spates had little knowledge of 
how to implement high-performance programs; there was no consensus on goals and the means to 
reach these goals; and, most importantly, JOBS programs did not have the resources to make the 
mandate real for most of the AFDC caseload, especially since the program was implemented during a 
recession that drove up the rolls and limited states* ability to provide the match to draw down 
available federal ftinds. As a result, JOBS has provided some new education and training services for 
welfare recipients, and states have largely met the participation targets set by Congress. But in many 
places it operates as a voluntary program, which clearly was not the intent of the Family Support Act. 

While the national experience is mixed, studies have identified clear examples of excellence; JOBS 
programs that have successfully implemented a participation mandate, changed the nature of welfare, 
and gotten many welfare recipients to substitute earnings for AFDC payments. I will turn to the 
findings in a minute, but the larger lesson I want to stress now is that we know that JOBS can do 
much more than it has so far accomplished. In this area, we act on knowledge, not hope. The 
challenge is to learn from and build upon the more successful programs. 

WouhLIQBSJ^aitcr in i World_Qf 

Is this worth doing? Does JOBS have a role io an era of time limits and cutoffs? Making JOBS-type 
programs work better can not only respond to the public’s dissatisfaction with no-strings-attached 
assistance, but is also vital to making a time limit - either with some form of mandatory work at the 
end or with all support simply ending - feasible and affordable, and reducing the misery involved in 
such a transformation. 

I say this because, from a state perspective, it seems that the risk of a time limit will be too high 
unless more people than is now the case leave w^fare beybre reaching the limit. If not, too many 
people will "hit the clifT and either require subsidized work, which will cost the public more than 
cash welfare, or face a dramatic loss of income, with unknown effects on families and children and, 
ultimately, public budgets. 

Thus, building high-performance JOBS programs is not an alternative to, but a prerequisite for, any 
form of time-limited welfare. The challenge in Washington is to assure that the resources, incentives, 
and knowledge are there to make this investment feasible; the challenge in the states is to make a 
reality out of JOBS' potential. 

If JOBS Remains Critioil. What Is Its PotaHiar? 

Successful JOBS programs can Impose a real participation mandate, increase employment, and reduce 
welfare costs. 

1. JOBS* potential to ImpleinwH a participation mandate 

It is easy, sitting in Washington, to assume that anything less than 100 percent participation means 
that administrators are not taking the JOBS mandate seriously. But if legislation is to reflect reality, 
it is critical to understand why this is not a reasonable goal, even for the toughest administrators, 
those committed to getting everyone to participate. 

The best evidence on maximum feasible participation comes from two large-scale special 
demonstrations conducted during the 19^ — the Saa Diego SWIM Demonstration and a West 
Virginia work-for-benefits demonstration for men in two-parent welfare cases - that had adequate 
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funds and an explicit goal and desire to get everyone to do something. Other evidence comes from 
studies of current JOBS programs that emphasize participation and are not reticent about imposing 
sanctions. These include the JOBS programs in Riverside (California), Kent County (Michigan), 
Columbus (Ohio), and Portland (Or^on). 

The SWIM and West Virginia studies show that, in a typical month and by working with all people 
subject to the mandate — and in San Diego, spending alMut $1500 on each person -- administrators 
could get SO to 60 percent of them either to be active in the program or to hold an unsubsidized job 
(usually part time) while remaining on welfare. The reasons for nonparticipation varied: Some people 
were waiting to begin an activity, some were excused because of temporary illnesses or to care for a 
disabled child, some were considered unemployable, some bad grants too low to warrant work-for- 
benefits assignments, and others were having their grants reduced (i.e., they were being sanctioned) 
for noncooperatioo. 

2. JOBS* pote ntiaLto change behavior and save money 

MDRC has recently completed an eight-year, six-county study of 37,(X)0 people in California’s GAIN 
program, the nation’s largest JOBS program, which shows several models of success. While, on 
average, GAIN succeeded in increasing earnings and reducing welfare benefits, impacts were at least 
twice the average - and, indeed, the most impressive measured to date - in Riverside County. 
There, GAIN led to a 26 percent increase in the share of AFDC recipients working, a 49 percent 
increase in average earnings, and a IS percent decline in welfare outlays, all of which helped the 
program return to taxpayers almost $3 for every $1 spent to run the program. (See Table 1.) River- 
side produced dramatic results for all groups in the caseload, including very long-term recipients (who 
were on welfu-e continuously for at least six years), people with poor educational skills, arid people 
with preschool-age children. 

Riverside’s program and the GAIN programs in San Diego and Butte counties proved to be triple 
winners. In terms of society’s two goals for reform, which I mentioned earlier, they increased both 
foe income of welfare families (getting more money to children) and people’s self-sufficiency (by 
getting parents to substitute earnings for welfare), hi foe process, they also saved money for 
taxpayers by generating measured budget savings foat actually exceeded (or, in foe case of Butte, 
equaled) foe up-fh>nt investment in operating foe program. Not many social programs can match 
foese acoomplishments. 

While foese Codings are impressive. Riverside's GAIN program has not eliminated welfare or 
transfomied foe earnings potential of welfu-e recipients. More people got jobs than would have 
gotten them without foe program, and got them sooner, but they were usually not "better* jobs and 
funilies were rarely boosted out of poverty. Three years after enrolling in Riverside GAIN, 41 
percent of people were still receiving welfare benefits, although some of foese were working and 
receiving reduced grants. 

What Explains Riverside’s Success? 

Real-world JOBS programs are complex amalgams of work-directed services, management style, 
operational decisions, available resources, and local environments. Success binges to a large degree 
on what activities are provided (job search, work experience, education, or training), how they are 
targeted (serving a few people versus requiring that all must participate), and foe manner in which 
they are provided (foe message, foe management, and foe mandate). 

Riverside provides one version of a high-performance JOBS program. In testimony before this 
Committee last year, 1 characterized their tough and conservative version of the JOBS program as 
follows: 


More than any other place I know of, this program communicates a message of high 
expectations. When you walk into a GAIN office in Riverside, you are there for one 
purpose: to get a job. At oriratation, job developers announce job openings; 
throughout, program staff convey an upbeat message about foe value of work and 
people’s potential to succeed. If you are in an education program - and ^ut half of 
Riverside GAIN participants are — you are not marki n g time, as you can in some 
locations. You know that if you do not complete foe program, or at least 
progress in it, staff who are closely monitoring your progress will insist foat you look 
for a job. 
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The Riverside program simultaneously included a number of features: 

• Priority on the JOBS program by the most senior officials in the agency. 

• A strong commitment and adequate resources to serve the full mandatory 
populaion (not just those who volunteer or appear to be more job^ready). 

• A pervasive emphasis on getting a job quicUy» even a job that is relatively low- 
paying and even for people placed in education and training activities. 

• A mixed strategy, emphasizing structured job search ("job clubs"), but also 
making substantial use of basic education. 

• The active use of job develt^iers to establish a close link to private sector 
employers and to help recipients locate work. 

• A willingness to use sanctions (i.e., grant cuts) to enforce the participation 
mandate. 

• A cost-conscious management style, reflecting a recognition that time is money 
and that moving people quickly toward the goal of employment will increase the 
program's cost-effectiveness. 

• An outcome-focused management style, including Job placement standards for case 
managers. 

jt6pits?_Can Ypu.Bp Bettgi 

At this time, it is unclear whether Riverside's success can be rq>)icated in diverse communities 
around the country, particularly in inner-city areas. The average JOBS program lags far behind and 
will have to change considerably to deliver on the program’s potential. However, it is clear that the 
techniques used " and the economic conditions — were not so exotic as to suggest that other 
localities could not adapt them to strengthen their own programs. Indeed, other programs that have 
been or are being evaluated — SWIM in San Di^o, the Center for Employment Training (CET) in 
San Jose, several of the sites in (he national JOBS evaluation - appear to be successfully using some 
of the same techniques. 

If the rest of the nation's JOBS programs could attain similar results — an objective that the nation's 
governors appear eager to pursue — the wetfare-to-work bargain that has been the cornerstone of the 
new welfare compromise would indeed achieve a transformation of welfare. Moreover, a number of 
factors might further improve JOBS effectiveness: if the fmancial incentives facing welfare recipients 
were more pro-work; if there were a different balance of services; if there were more assistance to 
people once they began work in order to reduce the high rate at which they quit or lose their jobs and 
return to welfare; or if it were clear that, after a certain period of time, people still on welfare would 
have to work for their benefits. 

How Much Should Proerams Emnhasiie EducaiioiLaniJ Jrainipgycpig Quick JobJlacemept; 

One’s judgment about the success or failure of any particular JOBS strategy depends in large part on 
one's goals for welfare reform. Thus, what the appropriate balance is between building human 
capital and emphasizing quick employment depends on what one hopes to get out of JOBS. 


During the 1980s, under the WIN program, most states ran low-cost programs requiring mothers to 
look for a job and, in some cases, work for their benefits in workfare positions. In addition to 
reinforcing the social values of work and sdf-sufBciency — an overarching purpose of all work- 
focused mandates ~ the primary goals were to get people into jobs quickly and to reduce welfare 
costs. Numerous studies indicate that structured job search programs met these goals, but only to a 
modest extent. They clearly got more people working, and working sooner, and they saved taxpayers 
money. But they did not get people into jobs that paid better than those they would have found on 
their own. Nor, critically, did they increase the self-sufficiency of long-term welfare recipients — the 
people on whom the most is spent. 

The JOBS program included job search and workfare, but went beyond this to emphasize the use of 
education and training. These more costly services were intended to make longer-term recipients 
more employable and to pave (he way to higher-paying jobs that might more readily move people off 
welfare, thereby saving taxpayers money in the long run and reducing poverty. All JOBS programs 
involve a mixed strategy — some education and training and some job search — but they vary in the 
degree to which they emphasize an immediate push to employment or an investment in developing 
human capital. 
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There are do completed studies that isolate the success of basic education or vocational skills training 
in the context of a mandatory JOBS program. But the GAIN study of six California counties provides 
some lessons. It shows that there was no clear link between the extent to which a county required 
people to spend time in basic education and the extent to which their academic skills improved (as 
measured by standardized tests) or their earnings increased. Yet it is bard to think that the extensive 
use of basic education in Riverside did not play some role in explaining why that program did so 
much better, particularly for long-term recipient, dian the work-focused, job-search-only programs of 
the 1980s. Even if the location provided did not improve test scores, it may have had an indirect 
effect on people’s self-confidence and unmeasured sidlls, factors that made subsequent job sear<^ 
services more effective. Findings from Alameda County (including the city of Oakland) and an 
earlier study in Baltimore suggest that heavy use of vocational skills training may be one reason these 
programs got some people better jobs or had longer-lasting earnings impacts. These same two studies 
also showed that, in contrast to job search (where most of the benefits go to taxpayers), most of the 
benefits of training go to the trainees, and budg^ savings are less likely to offset the investment in 
services. 

In summary, the available findings suggest that there are trade-offs along the continuum from an 
essentially job search/job club program, to one that emphasizes quick employment but also includes 
some education and training, to one that includes some job search but emphasizes education and 
training, with a goal of getting people into higher-wage jobs. 

Job clubs get people into employment quickly and save taxpayers money, but do not people into 
jobs with higher wages than those they would have found on their own, or succeed with the more 
disadvantaged. Programs focused on getting pe(H>ie higher-wage jobs cost taxpayers money, but can 
increase Job quality and may make a greater tong-t^m difference in the earnings of some recipients. 
Programs that favor quick employment but also include some human capital development services can 
combine the benefits of both strategies: They can make welfare recipients somewhat better off, save 
taxpayers money, and change the employment behavior of some of the more disadvantaged recipients. 

The extent to which a program succeeds and is cost-effective, however, depends not only on the mix 
of services, but also on the quality of implementation. Spending a lot is not enough to assure 
success; spending a little is not enough to assure savings. Managing resources (recognizing that time 
is money) is central, no matter what the program’s goals. In Riverside, managing for success meant 
providing a range of services but having one clear goal, controlling costs, and stressing performance 
in ail activities. 

While cost-conscious management can pay off, the research also provides a clear warning against 
spreading program resources very thin, as can happen, for example, in environments where hard- 
pressed administrators have to stretch limited resources over increasing numbers of welfare recipients. 
There is a threshold of resources below which a mandatory program may produce small wel^e 
savings (through sanctions and the "hassle factor") but is unlikely to increase people’s employment 
and earnings. 

What Do We Know About jhe FeasibiUtv and ETTectiveness of Work-for-BenefiLs f*Workfare") 
Programs? 

Some of the current reform proposals call for large-scale, work-for-benefits programs (usually 
referred to as "workfare"), either as a substitute for JOBS’ other aaivities or for people who have not 
found work despite two years of access to work-directed services. Hard knowledge about workfare 
programs is limited and comes mostly from studies of small-scale programs implemented during the 
1980s. These show a mixed record. 

On the positive side, the studies suggest that it is feasible to get people to work for their grants, that 
they view work assignments as fair, and that they do real work. Furthermore, the value of the work 
produced offsets the cost (approximately $2000 to $4000 annual cost per filled slot, excluding the cost 
of child care). Thus, such programs provided an alternative way to support children. On the other 
hand, repeatedly, states have had trouble developing large numbers of work sites and have found that 
some welfare recipients were unable to work, with the result that programs were almost always much 
smaller than anticipated. The very limited evidence that is available suggests that, under these 
conditions, mandatory unpaid work did not develop people’s skills and did not prompt people to move 
more rapidly into unsubsidized employment or deter them from applying for welf^e. It is possible 
that large-scale, universal, ongoing work requiremenu before or after a lime limit might have a much 
larger effect on the rolls, but since this model has never been rigorously tested — with the exception 
of a program for men in West Virginia — its effectiveness remains unknown. 
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Since the workfare programs that were tested did not appear to reduce the welfare rolls, studies 
concluded that, in strictly budgetary terms — i.e., ignoring the value of the work performed - 
sending people a small check was probably cheaper than providing them with a non-market way to 
earn It. This is because free l^r is not really free: It costs money to develop, manage, and monitor 
work sites, and to provide diild care to people while they are working. Because of the high potential 
costs, some states structured the work obligsuion to limit the demand for child care by imposing only 
a three-month work obligation, setting the number of required hours of work per week to fit around 
the school schedule, or exempting mothers of preschool children. 

While work-for-benefits programs may not save money, if they could be implemented at scale, they 
would be a means to deliver on the welfare-to-work strategy's potential for maintaining a safety of 
funded support for children while sending a more socially acceptable, pro-work signal to parents. A 
recent Kaiser Family Foundation/Harvard University poll shows the public’s strong support for such 
an outcome. 

How Many Welfare Recipients Cannot Reasonably Be Expected to Work? 

Finally, an inevitable question in discussions of welfare reform concerns the work potential of welfare 
recipients. Contrary to the stereotype, many recipients want to work and, in fact, do work. Some 
work while they are receiving AFDC, and many take jobs and leave AFDC. In the California 
evaluation, the majority (57 percent) of people in GAIN worked at some point during the three years 
after entering the program, and about two-thirds of them worked at least 30 hours per week in their 
most recent job. Moreover, the overwhelming majority of GAIN survey respondents who said that 
they were not employed but were looking for work reported that they were seeking a full-time job, a 
preference that was also noted in a recent report from the National JOBS Evaluation. 

Even for those who are employable, however, studies also show that the road to self-sufficiency can 
have many detours and that "employability” is not a static condition. Setbacks are common. The 
GAIN study found that less than a third of people in the program were working at any given time, 
indicating a high rate of job turnover. Jobs ended when people quit (e.g.. because of family crises) 
or because of layoffs, conflicts at the worksite, or a variny of other reasons typical in the low-wage 
employment sector. 

But there is also a group on welfare who simply cannot work in unsubsidized jobs, either because of 
their very low skills, their lack of any experience with work, or their own or their children's chronic 
health or severe emotional problems (problems that, nonetheless, do not qualify the family for SSI). 
One study, the National Supported Work Demonstration, targeted very long-term recipients and 
showed that, with special assistance and in unusual swings, some people who would normally have 
been considered unemployable could in fact work. But creating the close supervision and somewhat 
protected work settings proved very expensive. Moreover, when the 12 or 18 months of transitional 
paid work ended, a substantial group of women who could get by in the sheltered program 
environment were not able to get or keep an unsubsidized job. 

The number of people who cannot work, or who could work only with special support, is probably 
less than the quarter of JOBS eligibles who said in a survey that they could not participate at a 
particular point in time. But the group in question will constrain efforts to obtain very high rates of 
participation in work-related activities or workfare petitions and will challenge administrators 
implementing time-limited welfare approaches. 

Conclusion 

For 30 years, Congress has responded to the public’s clear desire to change welfare from a no- 
strings-attached entitlement to a transitional program that requires that many people on welfare 
participate in work-focused activities. This has proven difficult to do and, as a result, some are 
arguing that JOBS has not worked and should be discarded. This would be a serious mistake. 

Across the country, states and localities have nmved along the road toward changing welfare and have 
put in place many of the building blocks of reform. Research on JOBS programs does not suggest 
that they offer miracle cures. But we do not have comparably reliable evidence of alternative 
approaches that work better than the nation’s most promising JOBS programs in substituting earnings 
for welfare while saving money for taxpayers and continuing to provide a safety net for children 
whose parents cannot or will not work. 


We now know that JOBS can succeed in changing welfare so that it feels more temporary and 
communicates different values, if welfare offices throughout the country were communicating the 
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same new message and having the same results, the public might have a very different view of 
legislators, administrators, and welfare recipients, lliey might think that reformers were finally 
getting serious. 

But can communities throughout the country achieve diis level of performance? The answer is not 
clear. Currently, average performers lag far behind and will have to change considerably for JOBS to 
deliver on its potential. But what is clear is that most communities have only begun to try, and that 
bridging this gap will not happen by putting JOBS on autopilot. There need to be more resources (to 
make the mandate real), stronger management, and commitment to a program that is more work- 
focused and mandatory. 

There is clearly both a federal and state role in making this happen. There is a severe risk that we 
will not realize the potential of a welfare-to-work strategy because sufficient funds are not available. 
One way this might occur is if states have to make trade-offs on the use of a single pool of funds: 
i.e., spend them on maintaining welfare benefits, or on up-front investments in programs to get 
people off the rolls, or on mandated programs to keep them working while on. Thus, the federal 
funding structure will be key to promoting JOBS’ expansion. But, beyond this, the federal 
government has a clear rote in building state capacity. Doing this involves steps to identify models of 
excellence, to understand whether success can be replicated under diverse conditions, and to provide a 
decentralized welfare system with reliable evidence on how to improve program performance. 

Finally, the federal government and the states both have a role in trying to alter the economic 
conditions — the combination of stagnant or declining wages and anti-work incentives built into the 
welfare system — that constrain the potential for success of current efforts to get welfare recipients to 
work. 

While improvement is clearly possible, in providing leadership in welfare reform, the federal 
government and Congress face the challenge of avoiding overpromising on the success of the next 
round of reform. There are simply no easy solutions for poverty or welfare. Helping the public 
understand what level of change is attainable, and taking ^1 the steps needed to make that occur, 
might break the cycle of cynicism that has resulted from past waves of reform. Instead of setting 
unrealistic goals and denouncing modest success as failure, setting realistic goals might help the public 
gain greater confidence in, rather than find a new reason to discredit, government. 
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Tabie 1 

Findings from the GAIN Evaluation: 

AFDC Single Parents with Children Age 6 or Older 


Results, Based on Three Years of FoUow-Vp 

Pec^le People Difference 

Enrolled in Not Enrolled (i.e.. GAIN’S Percentage 
GAIN in GAIN Effect) Change 

Ever employed over the 3 years (%) 


All six counties 

57 

51 

6 

1296 

Riverside County 

67 

53 

14 

2696 

Average earnings over the 3 years ($) 

All six counties 

7,781 

6.367 

1,414 

22% 

Riverside County 

9,448 

6.335 

3.113 

49% 

Average AFDC payments over the 3 years ($) 

All six counties 

14,464 

15.426 

-961 

■6% 

Riverside County 

11.284 

13,267 

-1,983 

-15% 


Net Public Cost over Five Years per Person in GAIN (a) 

All six counties $3,422 

Riverside County $1,597 


Five-Year Return to Government Budgets per Net Public Dollar 
Invested per Person in GAIN 

All six counties $0.76 returned per net $1 invested 

Riverside County $2.84 returned per net $1 invested 


(a) Net public cost is the difference between the average amount of public funds spent for employment-related 
services per person enrolled in GAIN and the average amount of public funds spent on such services for a 
comparable group of welfare recipients who were not enrolled in GAIN. 
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Mr. McCrery [presiding]. Dr. Mead, if you don’t mind, proceed 
with your testimony. 

STATEMENT OF LAWRENCE M. MEAD, WEINBERG VISITING 

PROFESSOR, WOODROW WILSON SCHOOL, PRINCETON 

UNIVERSITY, PRINCETON, NEW JERSEY 

Mr. Mead. Thank you, Mr. Chairman. 

It is a pleasure to testify in these hearings and also a pleasure 
to see Republicans in the majority for the first time in my experi- 
ence. 

I won’t say much about the Republican proposals to time limit 
eligibility and also to curb eligibility for teen mothers. I think that 
these are matters about which we know little. We are not sure 
what the effects would be. 

I would emphasize that this is- not the way the public would pre- 
fer to reform welfare. As Judy has said, the public wants to com- 
bine assistance to the needy with requirements that adults func- 
tion in return for support. That is how the public wants to reform 
welfare and I think the way they voted in November. 

So the best way to reform welfare is to push forward with work 
requirements. I do think we know something about what these can 
achieve. 

Now, recent discussions of these programs have emphasized that 
their effects are limited, which is true if one looks at the evalua- 
tions. And some conclude from this that there isn’t much point in 
enforcing the work requirement across the board. But there is more 
evidence than people realize that work programs can actually re- 
strain dependency. This is the issue that has come to the forefront. 

I recently completed an analysis of the recent growth in welfare 
across the country. I was able to show that, actually, strong imple- 
mentation of work programs reduces the growth in welfare in a 
State. The States that have been toughest about implementing 
work programs have actually reduced the amount by which welfare 
grew in the last 4 years. 

So this is not a symbolic policy. It is a policy which has effects 
on reducing dependency. We are not just satisfying the work ethic; 
we are doing something to reduce dependency when we implement 
the JOBS Program effectively. And I urge Congress to push ahead 
with that task. 

It has also been shown in other research that it is good for chil- 
dren if their mothers work, if they are disadvantaged. Although 
mothers have less time for their children, on balance the child ben- 
efits. 

One study shows that welfare requirements like work tests actu- 
ally reduce illegitimacy. One can show that mothers who have been 
subject to these have children out of wedlock less often than those 
who are not. 

So, in fact, work requirements do more than satisfy the work 
ethic. They speak directly to the concerns raised about unwed preg- 
nancy and growing dependency in America. However, to maximize 
these effects work programs have to have certain features, sug- 
gested by the evaluation of GAIN which Judy referred to. 
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The three key features that I find in my research are, first of all, 
high participation. You have to insist that people participate in the 
program. One way or another you have to enforce participation. 

Second, you have to favor actual employment or looking for work 
over remediation. Education and training can be a part of these 
programs, but it appears to be counterproductive to put a lot of 
people in education and training before they are working. Better 
have them work first and then undertake education and training. 

Third, there has to be tight administration. You have to follow 
up on people closely and make sure that they fulfill their require- 
ments. 

In a recent study of the JOBS Program in Wisconsin, I found 
that the most effective programs were those that minimized delay 
between a client going on welfare and becoming referred to the 
JOBS Program. Second, they enrolled a high proportion of recipi- 
ents referred to JOBS rather than allowing them to drop out — that 
is, they got them to come in the door and join the program. They 
also placed high proportions of the participants in work-oriented 
activities. Motivational training, job search, and actual emplojunent 
was crucial. And they enforced these rules with case managers who 
followed up on the clients closely. 

It is procedures like these that allow high-performing programs 
in Wisconsin and elsewhere to achieve their effects. I think that is 
the thing that we ought to focus on in our reforms. In my testi- 
mony, I have a number of specific suggestions about how to achieve 
this land of program. 

There is tradeoff between investing in client skills and putting 
a lot of people to work in available jobs, but I don’t think it is as 
great as is sometimes presented. The best way to improve employ- 
ment in this population is simply to have people work. That does 
more for them than anything else. And if you include some edu- 
cation and training after people are working, you can also obtain 
better jobs for them, too. 

But a program that focuses on better jobs first in advance of em- 
ployment fails to achieve enough job placements. So a program that 
begins with work like Riverside or Kenosha County in Wisconsin 
is able to achieve all the goals of welfare reform, whereas one that 
begins with skills first and doesn’t emphasize work usually fails to 
achieve either goal very well. So I say work first should be the gen- 
eral policy. 

One of the conclusions I have drawn is that welfare reform is 
predominantly an administrative problem. The key problem is not 
so much to make new resources available to people or to spend 
money — although that is sometimes required — but rather to orga- 
nize the lives of the recipients so that they reliably participate and 
actually go to work. I think the place we have to spend money is 
on staff to follow up on clients and make sure that they fulfill their 
assignments. That is more important than spending money on gov- 
ernment jobs or training or child care, all the things that we usu- 
ally hear talked about The payoff there is not very great, but the 
payoff to administrators who follow up on people is large. 

Let me say a word about the proposals that are part of the Re- 
publican plan to block grant welfare and the JOBS Program. I 
share Judy’s view that to do this would put the JOBS Program at 
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risk and, in addition, would effectively mean the elimination of na- 
tional standards in welfare employment. I think that would be a 
serious mistake. 

These standards are a matter in which the public has the strong- 
est possible interest. They want to see a national reform. This is 
not a matter which Congress should delegate to States, and to do 
that I think has serious political risks. 

For one thing, it would allow big city welfare programs like New 
York, where I come from, to persist in habits which downplay em- 
ployment to a point where they have 1 million people on the rolls 
in New York City. That is a scandal to which all Americans should 
be opposed, even if they don’t live in New York. Congress has re- 
sponsibility to take action against that. 

At the same time, if you block grant welfare you will let conserv- 
ative States with a history of treating the poor badly to begin to 
do so again. If you did that you might well give rise to a renewed 
welfare rights movement of the sort that led to the entitlement 
welfare we have today. That would be an equal error. 

So we need to proceed against overinflated big city welfare pro- 
grams by means of enforcing work; and, at the same time, we have 
to maintain national standards so that it doesn’t look as if we are 
abandoning decent treatment of poor people in America. These are 
priorities that I think Congress should keep in mind. 

In the end, welfare reform, as has been suggested by several 
Members’ statements, involves a statement about citizenship. Wel- 
fare defines what you get and what you have to do for it if you are 
an American. It is one of the ways in which we operationalize what 
citizenship means. That matter is of the highest national impor- 
tance. It is for Congress to make decisions about it rather than 
turning this over to Qie States. 

[The prepared statement follows:] 
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TESTIMONY OF LAWRENCE M. MEAD 
PRINCETON UNIVERSITY, PRINCETON, N.J. 

I am a Professor of Politics at New York University and, currently, a visiting professor at 
the Woodrow Wilson School at Princeton University. I have been researching and writing about 
welfare, welfare reform, and welfare employment programs for almost twenty years. 

I am very pleased to testify in these crucial hearings on the future of welfare in America. 1 
am delighted to see the Republicans in the seats of power in Congress for the first time in forty 
years. This presents them new challenges. For the first time since welfare became a national 
issue, they get to ask what kind of welfare they want. What should a Republican reform of 
welfare mean? 

The proposals of House Republicans combine cuts in welfare's generosity with tougher 
work requirements. I believe the work provisions are the sounder. While many Republicans 
want simply to cut back welfare, I would prefer to use it for conservative ends, in this case to 
enforce work. To do this suits public opinion, and it also may be the best way to reduce 
dependency. More than most people realize, work programs have already restrained the growth 
in welfare. Current welfare work programs, however, must be changed so that they enforce work 
more effectively. 


REPUBLICAN PROPOSALS 


The Republican Contract with America includes a Personal Responsibility Act with these 
main provisions:^ 

• Eligibility limits: Unwed mothers under 18 are denied benefits under Aid to Families 
with Dependent Children (AFDC). States may raise the age of eligibility to 19, 20, or 
21. States would use the savings to make other provision for families denied aid. such as 
group homes. 

• Time limits: Recipients on the rotis over two years must be working to retain aid. States 
may end eligibility for an individual or family after two years on AFDC, provided 'one 
year was spent in a work program. They must end eligibility, with or without worl^ at 
five years. 

• No entitlement: Federal spending for AFDC, welfare work programs, SSI, and public 
housing would be capped, with some adjustment for infiation and growth in the poverty 
population. These benefits would no longer be provided to all eligibles as of right. 

• Work requirements: States must establish training and mandatory work programs that 
require recipients to work or look for work 35 hours a week. Starting in 1996, 2 percent 
of all welfare adults must be working in these programs, rising to 50 percent in 2003. 

Welfare needs radical change. The proposed eligibility cuts and time limits are certainly 
radical. It may be worth enacting them simply for this reason. But I have two cautions. First, 
we know very little about the effects of such changes. Opponents say children and poor families 
will be hurt, but that depends on whether (hey find other means df support, as many can do. 
Proponents say (hat cuts would reduce dependency by abating the incentive that welfare now 
creates to have children out of wedlock. However, that effect would probably be small, since the 
incidence of illegitimacy has only a weak tie to welfare benefit levels. ^ Perhaps a total end to 
eligil^lity for young unwed mothers would have larger effects. I doubt it, since the sexual 
behavior of such women is not based on any rational calculus of costs and benefits. To have 
children young and outside of marriage is already devastating to one's prospects in life, even with 
welfare as it is; to end aid would increase that cost only slightly. 

There is less reason to think that time limits would deter illegitimacy. To the 
disadvantaged teens most at risk of dependency, two years is an eieniily. The distant knowledge 
that one cannot draw aid forever is unlikely to deter them from the risky sexual behavior that 
now gets them in trouble. Far belter to change the nature of welfare so that the recipients have to 
work as soon as they go on aid. 

My second caution is that eligibility cuts and time ii;..it5 conflict with public opinion. 
According to polls, most Americans oppose ending aid if it would mean taking children away 
from mothers. And while a majority support a two-year limit on aid, they do so only if it is clear 
that the recipients could support themselves by working. Indeed, if the recipients work, most 
people feel that aid need not be time-limited. In general, the public would prefer to turn welfare 
into a work program rather than cut it back. While cuts would save money, most people are 


^ Ed Gillespie and Bob Schellhas, Contact wiih America: The Bold PlanbvRep. Newt Gi nerich. Rep. Dick 
jA ppgfY ^ House RcoubliyanA to r hanpe t he Nation (New Yoik; Times Books, 1994), pp. 65-77. 

^ Robert "Incentives Effects of the U.S. Welfare System: A Review.” Journal of E conomic Liteature 

30(1992): 1-61. 



266 


prepared to spend additional money on welfare provided the adults would really be required to 
work. 3 

None of this means the Republican proposals are mistaken. Government may need to 
underline the value of personal responsibili^ even if the deterrent effect is doubtful. Most states 
have capital punishment because people feel it is justided for heinous offenses, even though one 
cannot show that it deters crime. Sometimes government has to lead public opinion rather than 
following it. I only say that if government cuts or time-limits welfare, it should realize that the 
main effect probably will be symbolic. Congress should not expect sharp improvements in the 
social problem, and it should expect opposition from some voters and well as advocacy groups. 

The effect of unenlitling welfare is even less certain. Since funding for welfare and other 
programs slated to be unentitled would still increase with inflation and the poverty population, it 
is unclear whether any needs now covered would not be met in future. Even if money were to 
run out with needs unmet. Congress might well vote supplementary funds, which would mean 
that welfare remained an entitlement in practice. Food Stamps, after all, is technically not an 
entitlement, yet Congress always ensures that it is fully funded. Most likely, an unentitled 
AFDC would be loo. 


To demand that adult recipients work is. in general, a better way to reform welfare. It is 
more consistent with public values. Studies show that most Americans combine a desire to help 
the needy with opposition so the disorders associated with welfare, especially unwed pregnancy 
and nonwork by welfare adults. People want to help families in distress provided the adults 
show that they are "deserving" by demonstrating a willingness to work. Voters endorse the idea 
of social contract“Of demanding obligations such as work from the able-bodied in return for aid. 
This ideal has animated most welfare reform thinking for the last decade.*^ 

Traditional liberal ideas of welfare reform gave the needy more benefits without expecting 
good behavior from them. The current Republican proposals would deny aid to some people 
now covered. The first course offends the demanding side of the public mind, the second the 
generous side. The attraction of work tests is that they promote employment without 
compromising the principle of aid. When welfare is reformed this way-and only this way-boih 
sides of the public mind are content. 

But can welfare employments programs actually cause people to work? The usual view is 
that they have only marginal effects. Evaluations show that they raise the employment and 
earnings of (heir clients by from 11 to 43 percent compared to equivalent recipients not in 
program, but only small r^uctions in dependency result.^ Liberals conclude that there is little 
point in making recipients work. Some conservatives conclude that the effect of work 
requirements is only symbolic, that government must do something more drastic-such as ending 
welfare or putting poor children in insUluUons-if it is to turn around the wave of illegitimacy 
and crime engulfing poor families.^ 

1 think the effect of work programs has been underestimated. 1 recently analyzed the 
determinants of the growth in slate AFDC caseloads between 1989 and 1993. Much of that 
growth was driven by rising unwed births and the economic recession of those years. The same 
period, however, saw the implementation of the Job Opportunities and Basic Skills Training 
Program, or JOBS, the welfare work program mandated by the Family Support Act (FSA) of 
1988. JOBS was a major force restraining caseload growth in the states that implemented ii 
firmly. According to my estimate, AFDC growth in the average state over 1989-93 was reduced 
by: 

• Almost a percentage point for every percent of welfare adults that a state had active in 
the JOBS program in 1991. 

• Almost another point for every percent by which that active share rose during 1991-3. 

• Two-fifths of a point for every percent of welfare adults that a state found to be 
employable and hence mandatory for JOBS. 


^ Maureen Dowd, "Americans Like G.O.P. Agenda But S|dU on How to Reach Goals." New York TimeA 
December 15. 1994, p. A24; Richard Lacayo, "Down on the l>>wniroddeD." Time . December 19. 1995. p. 32; Peter 
G. Gosselin. "GOP Returns to Hard Line on Welfare," Boston Globe. January 14, 1995. p. 6. 

Lawrence M. Mead. Bevond Entitlement: The Social Obhpations of Ciozenship (New York: Free Press, 

1986). 

5 Judith M. Gueron and Edward Pauly, with Cameran M. Lougy, From Welfare to Work (New York; Russell 
Sage FouodatioD. 1991), pp. 26-30. 

® James Q. Wilson, "What To Do About Cnme," Commentary . September 1994, pp. 25-34.; Charles Murray. 
"What To Do About Welfare." Commentary . December 1994, pp. 33-4; Myron Magnet, “Putting Children First: A 
New Direction for Welfare Reform * City Journal 4 no. 3 (Summer 1994); 47-53. 
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A tough JOBS program appears to be one reason why Wisconsin has reduced its welfare rolls, 
despite generous welfare benefits.'^ Very likely, JOBS has operated to restrain welfare growth 
nationwide. 

Work programs also have positive effects at the level of the individual. It is good for the 
development of low-income children if their mothers work, notwithstanding the loss of 
childrearing time,^ and JOBS causes more welfare mothers to work. Welfare requirements like 
JOBS have even been shown to reduce unwed childbearing,^ the very problem that critics of 
work policies emphasize. 

Also, the evaluations of work programs ask mainly how much economic gain they produce. 
The public wants welfare adults to work mainly to affirm the moral value of effort, whether or 
not there are economic gains. From this viewpoint, the main goal of reform is simply to raise the 
level of activity among the adults-*ihe share that are working, looking for work, or preparing for 
work in some way. This the programs achieve. When experimental work programs of the 
1980s were evaluated, and recipients subject to them were found to be working, looking for 
work, or engaged in education or training at at least twice the rate of equivalent clients subject 
to earlier programs. Under FSA, the share of recipients active in JOBS is supposed to be 20 
percent on a monthly basis in 1995, a level that sounds low but is a vast increase over earlier 
policy. The gain in sheer activity would be invaluable even if there were no impacts on 
employment or dependency at ail. 

HIGH-PERFORMING WORK PROGRAMS 

However, to maximize such effects, research suggests, welfare employment programs must 
emphasize: 

• High participation. As many the employable as possible must participate actively in 
the program, not simply sign up. 

• Actual work or looking for work, as against education or training in advance of 
employment 

• Tight administration, with expectations made clear to clients when they enter the 
program and a willingness to sanction those who drop out 

In a recent study of JOBS in Wisconsin in 1993, 1 found that the highest-performing counties 
were those that 

« Minimized the delay between a client going on welfare and being referred to JOBS. 

• Enrolled high proportions of recipients referred to JOBS, not allowing them to drop out. 

• Placed high proportions of participants in motivational training and job search. 

« Downplayed education and training in advance of work. 

« Enforced these rules with case managers who followed up on clients closely. 

• Minimized the use of government jobs. 

In Kenosha County, the most exemplary program in the state, over a third of the caseload is 
already working while still on welfare, and participants were not normally allowed to undertake 
education or training except while working part-time. Yet because of its high enrollment, the 
program still has more clients in remediation than lower-performing counties. 

In Wisconsin, among counties I visited, the high performers in job entries also did well on 
job quality. This is because for the disadvantaged, simply working at available jobs is usually 
worth more in getting a better job than education or training. Most welfare recipients have done 
too poorly in school to improve their skills much in the classroom. Employers are more likely to 
impressed with a steady work histoiy, even if it is in low-paying p}ositions. There is also some 
reason to rhink that people profit more from training after they are working than before—because 


^ Lawrence M. Mead. The New {^cmaliam in ActioiL Wdfaie Refons in Wisconsin" (Milwaukee: 
Wisconsin Policy Research inscitute. January 19S^. 

^ Deborah Lowe Vandell and Janaki Ramioan, "Effects of Eariy and Recent Maternal Employment on 
Children from Low-Income Families," Child Development 63 (1992): 938-49. 

^ Robert D. Plotnick, "Welfare and Out-of-Wedlock Childbearing: Evidence from the 1980s," trmrpj^l 
Marriage and the Family 52 (August 1990): 735-46. 

to Lawrence M. Mead. The New Politics of Poverty: The Noowo rkjng Po or in America (New York: Basic 
Books, 1992), pp. 167-8. 

'J Ibid.p. 177. 

Lawrence M. Mead, "Should Workfare Be Mandatory? What Research Says," Jnupial of fnlicv Analysis 
J (Summer 1990); 400-4; idem, The Potential for Work Enforcement; A Study of WIN," 
Journal of Policy Analysis and M anayemetu 7. no. 2 (Wmitr 1988): 264-88. 
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they see the skills they need to move ahead. Kenosha successfully combines work and 
remediation by demanding that clients seek work up front, then allowing them to study or train 
once they were working part-time. 

Most analysts say that JOBS must choose between placing many people in available jobs 
and training them for tetter ones. The first oourae gets people working, but only the second can 
get them permanently off welfare.^^ It is true that programs that place more clients in jobs 
achieve marginally worse rates of pay and retention in these jobs than programs that do not stress 
work, but the effects are weak alongside the power of work demands to generate sheer numbers 
of job entries. Work-oriented Kenosha achieves bc^ job quantity and quality, but programs that 
aim at "better" jobs have no comparable power to achieve job entries. In California, work- 
oriented Riverside outperforms by most measures Alameda and Los Angeles, which have spent 
more on education and training. 

The main point of work programs is to make welfare less permissive, but it also clear that 
such programs save money. It is said that welfare reform must cost more than welfare does now. 
But this is true only if. as in the Clinton reform plan, one spends unnecessary sums on public 
jobs, trainir.g, or child care. Efficient programs such as Riverside stress placement in available 
jobs with a minimum of extras. They save vast sums of money as well as performing better than 
skills-oriented programs. 


IMPROVING WORK PROGRAMS 

In JOBS, regulations demand that clients be assigned activities at least half-time and attend 
75 percent of their assigned hours to be counted as participants. That level of effort seems 
practicable. However, for purposes of calculating state participation rates, the base is only the 
employable adults, who are 44 percent of all welfare adults, and a state may include recipients 
participating less than 20 hours provided the average is 20. By the official measure, the average 
state participation rate was 23 percent in 1993, but the average rate of aJl welfare adults meeting 
the otficia] participation stand^d was only 10 percent. The standard for state participation is 
too low. FSA mandates 20 percent on a memthly basis in 1995, which is well below the potential 
of JOBS. While the average state participation rate was 23 percent in 1993, Kenosha achieved 
50 percent as early as 1990^^ 

The form of participation is also undemanding. FSA stipulates that recipients be assessed 
for employability prior to looking for work, does not mandate up-front job search, and creates 
presumptions that welfare mothers under 20 who have not completed high school will be put in 
educational activities in preference to woik, even if they have dropped out of school. Partly for 
these reasons, JOBS programs in some states has diverted many recipients into remediation 
before they ever sought work and has spent massively on education and training with little to 
show for it. 

The Clinton proposal would raise the particif^tion floor in JOBS to 50 percent using the 
existing participation measure, much its most constructive provision. However, it seeks mainly 
to limit the time recipients can draw aid without working to two years. What if anything the 
recipients would have to do before two years is left largely to stales, so the connection of work 
and welfare remains loose. The Clinton plan says that the "job-ready" must look for work up 
front, but who is job-ready is left to the states The big cities could go on allowing vast numbers 
to pursue higher credentials, usually to little good, in place of working. The plan also exempts 
recipients bom before 1972. Despite lough rhetoric about "ending welfare as we know it," 
Clinton would not change the aid by entitlement that most recipients now enjoy. 

The Republican Personal Responsibility Act demands more actual work, but it does not do 
so in the most effective way. It would effectively disestablish the JOBS program, which, with all 
its limitations, is still the test work program welfare has had. States would be required to have 
some sort of welfare employment program, but no standards would be set for it. The main 
reliance for enforcing work is instead placed on a separate mandatory work program, which 
would require its participants to work in the private sector or in some form of government or 
subsidized employment. But even as it is, JOBS has put considerable pressure on big-city 
welfare departments to get serious about employment Above all, reform should keep that 
pressure on, not shift to some new structure that would disrupt the implementation process. 

The lucv w..' 30 ^i\..cnt demanded by 2009 rs defined on a basis of all welfare 

adults, not just the "employable,” an improvement But only actual woik counts as participation, 
not other activities. And participation requires 35 hours of effort a week, not the current 20 
hours. Fifty percent participation is probably too tough for states unless nonwork activities are 


Mead. "Potential for Work Enforcement.’' and Mead. "New Paternalism in Action." 

^’*GueroD and Pauly. From Welfare to Work . 

James Riccio, Daniel Friedlander, and Stephen Freedman, GAIN: BeneTits. Costs, and Three-Year Iranacis 
of a Welfarc-to-Work Program (New York: Manpowa Demoostiation Research Corporation. September 1994). 

Calculated from JOBS performance data for 1993 from the U.S. Department o( Health and Human 
Services. Administration for Children and Families. OfTice o( Family Assistance. 

Michael Wiseman. "Sample Family Support Act Job Opportunity and Basic Skills Training (JOBS) 
Participation Data (Revised)" (Madison; University of Wiscoasin-Madison. La FoUette Institute of Public Affairs. 
Novaaber24. 1991). 
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allowed to count, and 35 hours is too tough for welfare mothers. Some compromise must be 
made with their family responsibilities. Such requirements would probably be evaded. To 
transform welfare, it is vastly more vital to raise the share of recipients who face some 
requirement than to get full-time work out of a few. 

Both the Clinton and Republican plans focus too much on time-limiting aid, either 
absolutely or aid without work. I doubt it is possible literally to limit aid to some length of time. 
Inherently, single mothers must have difficulty supporting themselves. A majority of welfare 
mothers could probably get off welfare if they worked full-time,'® but that is more than 
government can expect. If one insists on ending welfare after some interval, one will inevitably 
have to provide aid in some other form. 

The goal should be, not to limit aid in time, but to change its nature, so that the employable 
reliably had to work at least part-time in return for their support. Simply require that recipients 
work or look for work as soon as they go on welfare. Those who claimed not to be employable 
would have to demonstrate incapacity and thus leaving AFDC for the disability programs. Faced 
with such demands, a great many recipients probably would work enough to leave welfare, but 
just as important, welfare for the rest would become leas passive. 

Both plans seek to enforce a time limit by guaranteeing work, but a guarantee is 
impracticable. The Clinton plan can do so cmly by exempting much of the caseload and 
providing government jobs to the rest, at great expense. The Republican work program would 
not be limited to public jobs, but states would still have to guarantee work to recipients for a year 
if eligibility were time-limited before five years. The difficulty of doing that would make it 
tough to enforce work on welfare as the public wants. Better to require the employable, not 
literally to work, but to work or look for work, both of which involve serious demands. This 
way, employment is not stricdy required, but neither must it be guaranteed, and the pitfalls of 
large-scale goveriunent jobs are avoided. No doubt, it would be difficult to send large numbers 
of recipients out looking for jobs and monitor their compliance, but I judge from talking to JOBS 
staff, that this is easier than nmning a vast public jobs network. 

IMPROVEMENTS IN JOBS 

I would make the following changes in JOBS, and to achieve these should be the main 
goals of the current round of reform. For state programs I would: 

• Reduce the lime permitted between initial receipt of welfare and the referral of adults to 
JOBS to no more than a month. 

• Eliminate up-front assessment and replace it with mandatory up-front job search for all 
adult recipients other than teen mothers still in school. Those failing to find work might 
eventually be assessed, but they would have to keep looking for wo^ 

• Change the participation measure to the percent of all welfare adults active in JOBS and 
raise the general participation floor to SO percent, with several years of phase-in, but 
allow remediation activities as well as actual work or work search to count as 
participation. 

« Set a parallel requirement that 33 percent of recipients be working in a given month at 
least half-time, in either public or private jobs, again with several years of phase-in. 

• Develop other performance measures for the quantity and quality of the jobs achieved 
through JOBS., to create incentives for states to get recipients entirely off welfare. 

For recipients, 1 would: 

• Require that they work or look for work half-time for as long as they are on welfare. 
The only alternative for those seeking aid would be to establish eligibility for disability. 

• Impose this requirement as soon as mothers went on welfare in most cases. 1 would 
allow a grace period of six months for mothers who were widowed, divorced, or 
separated, but nbi unwcu luuuieis. Mothers with children under 1 would face a 
cottununity service requirement less demanding than actual work, but it would still be 
half-time. 

• Allow education or training for better j(*s, but only for those working at least half-time. 

• Strengthen the sanction for noncompliance with JOBS to the termination of the entire 
welfare grant, as for other welfare offenses, not just the offender's share of the grant. 


l®Oisrles Midudopoulas and Irwin Gaifinkel, "Redudns the Wetfaie DepaMknce and Povcrpr of Single 
Molfaen By Meani of Evnings and Cliiid Support: Wishful Thinking and Realistic Ptrssibility" (Madison: 
Univesaity of Wisconsin. Institute for Resear^ ou Povetty, August 19B9). 
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A REPUBLICAN WELFARE POUCY 


I am uncomfortaUe with dismantling national standards for welfare to the extent House 
Republicans propose. I do not see a mandate in the recent election to do this. The voters asked 
to make government more responsive and more functional, not to devolve it to the local level. 
To improve welfare, I believe, requires changing the federal role, not abandoning it. 

The devolution of welfare would not serve conservative values as much as some 
Republicans think. Permissive versions of welfare are entrenched in a number of states and 
cities, most notably New York. To eliminate national standards, even to curb funding, would not 
end this liberal welfare, but perpetuate it, albeit with less federal support. Perhaps remaking 
welfare locally is the responsibility of states, but the voters have failed to achieve that in New 
York, due to liberal lobby groups, arv impacted bureaucracy, and the influence of liberal 
politicians entrenched in the legislature. To judged from opinion studies. Albany continues to 
fund welfare slides that are probably more lavish and certainly more permissive than New 
Yorkers wanl.-^ I doubt even the election of a Republican governor can change this. Much the 
same appears to be true in California, Massachusetts, and other affluent states. 

To change welfare, ordinary New Yorkers need help from Washington--the sort of tough 
new standards I have recommended. Republicans are too used to thinking that federal domestic 
policies must inevitably be liberal. The GOP has held the While House for most of the last 
generation, and has achieved growing power in Congress. While the whole government has not 
yet fallen into Republican hands, it is twenty five years since federal social policy was 
unambiguously liberal. Many Democrats are starting to think that, as national policies have 
turned to the nght, their best chance of preserving a liberal social policy may now be at the state 
and local level. 

The nation may be returning to the situation at the beginning of the century, when 
Republicans also ruled Washington and the Progressive movement worked to expand social 
programs mainly in states and cities. The welfare state expanded from the local level to the 
nation only when Democrats took over Washington in 1932. Now that Republicans again hold 
national power, they should use it (o chasten the overblown welfare systems that still exist in 
liberal states-not to take the heat off by getting rid of national welfare policy. 

Our current entitlement welfare is the product of the welfare rights movement of the 1960s, 
which opposed the highly discretionary welfare that existed before that lime. Welfare advocates 
could make the case that conservative states, especially in the South, allowed social workers to 
decide for themselves what a single mother had to do to get aid, without a clear warrant from the 
public. That movement has been in retreat for twenty years. If anything could refire it, it would 
be the abandonment of national welfare standanls, leading to a renewed perception that localities 
were treating the needy invidiously, without a mandate from the people. 

In practical ways, much of (he implementation of a national welfare policy can be devolved 
to localities, and to nonprofit and even proprietary as well as government agencies. To do that is 
part of what "reinventing government" requires.^^ It is the standards, not the administration, of 
welfare that must be national. It is by changing these rules, above all, that Washington can turn 
welfare into a work program, which is what Americans warn 

Decisions about who is eligible for aid and what they must do for it are not obscure matters 
beneath the notice of Washington, like where to put a post office or how much to spend on local 
schools. They express part of what one gets and gives by being an American. They amount to 
an operational definition of citizenship. Requirements like work tests enforce the common 
obligations that, as much as common rights, constitute what Americans understand as equality. 
Decisions about such nonns must be national. Americans, to judge from polls, want to help the 
needy wherever they live, not only in dieir own communities. In return, they want these needy to 
adhere to common civilities, such as work, wherever they live. Americans must have a practical 
and a moral objection to the fact that a million people subsist on welfare in New York City, even 
if they do not live there. To express this sort of popular will, a national welfare policy is 
indispensable. 

The stakes are ultimately spiritual. The religious traditions of Americans, though diverse 
as to creed, agree that the individual is a child of C^. From that follows immeasurable dignities 
and responsibilities, even beyond those of citizenship. Americans are called by their Creator to 
live out meaningful lives, obeying ar.d fulfilling their personal destinies. 

Welfare policy cannot express ultimate beliefs, but it must embody an image of the individual 
that is at least consistent with this heritage. It must Honor the person."^ Not to expect people to 


^^Lawreoce M. Mead. "Kicking New Yoik'i Depeodeocy Habit." City Journal , vol. 1, no. 4 (Summer 1991); 

41-9. 

Richard J. Behn and Douglas Muzzio, Fjnpire Stat e Survey: New Yorkers on the Limits of Welfare (New 
Yofk: Empire FoundMitm and Lehnnao Institute. 15^). 

David E. Osborne and Ted GaeUer, Rdnvcndng Govemment; How the Entrepreneurial Spirit is 
Transform ying the Pu blic Sector (Reading, MA.: Addis<m*Wc3ley, 1992). 

22 Mead. Beyond Entidement . chs. 10-11. 

23 Welfare Responsibility Project, A New Vision for Welfare Reform fWasfainptOD. DC: Center for Public 
Justice. 1994). 



271 


function in minimal ways in return for support is deeply to dishonor them. The nation can 
express such convictions only if a national welfare policy endures. 

A division lies at the heart of conservatism. Does one question government, or use it for 
conservative ends? Traditionally, Republicans have opposed federal power, seeking to free 
society and the economy from unjustified constraints. As long as the national government was 
liberal, to do this was only prudent. But now that liberalism is in retreat, antigovemment 
conservatism squanders an opportunity. The leading challenge of America today no longer is to 
preserve the free economy, crucial though that is. Rather, it is to defend order against the social 
problems linked to the seriously poor—crime. school failure, drug addiction, as well as 
dependency. Ordinary Americans want values such as the work ethic and law-abidingness 
upheld by public as well as private authorities. When they say they want government to work 
belter, this above all is what they mean. 

Accordingly, it is time for Republicans to claim the other half of their tradiiion—to use 
national power as appropriate to uphold social values. In doing this, they follow the great 
governmental conservatives in their own pasi—Alexandcr Hamilton, Abraham Lincoln, Theodore 
Roosevelt. Even Ronald Reagan used government as well as curbing its pretensions. It was 
Reagan, and after him George Bush, who are chiefly responsible for the welfare employment 
programs we have today, which still afford our best hope of transforming welfare. The way 
forward in welfare is to continue that reform tradition, and not to abandon it. 
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Mr. McCrery. Thank you, Mr. Mead. 

Ms. Herr. 

STATEMENT OF TOBY HERR, FOUNDER AND DHIECTOR, 

PROJECT MATCH; AND SENIOR RESEARCH ASSOCIATE, 

ERIKSON INSTITUTE, CHICAGO, ILLINOIS 

Ms. Herr. Thank you for inviting me to testify. 

I agree with Lawrence Mead that immediate followup and ongo- 
ing monitoring related to participation is absolutely critical, and 
that does not occur right now. 

I believe that legislators need to make a choice — either create a 
one-size-fits-all system with very strict work requirements — 35 
hours per week of employment — ^that is likely to exclude the major- 
ity of welfare recipients or they can acknowledge the heterogeneity 
of the welfare population and the need for flexibility and 
customization of employability plans so that all welfare recipients 
from day one can be making progress toward economic independ- 
ence. 

For real welfare reform to occur. Congress must address the 
needs of distinct groups of welfare recipients. To date, researchers 
examining welfare dynamics have identified three groups; Short 
termers, welfare cyclers, and continuous AFDC users. Project 
Match has identified a fourth group usually classified as welfare 
cyclers or continuous users. The first group, short termers, is esti- 
mated at about 40 percent of the welfare population. They enter or 
leave welfare within 2 years, and they never retirnn. And even this 
group might have difficulty working 35 hours initially. 

There is a second group estimated at 42 percent of welfare recipi- 
ents, and they are referred to by most researchers as welfare 
cyclers. They get jobs, and they can keep them. They know the 
rules of the world of work. They can work for 8 months, 1 year or 
2 years. And something happens, and they lose their job and then 
they fall back on welfare as a safety net imtil they can get back 
on their feet. 

So the question is what supports that are not currently provided 
by the welfare system might be put in place to help this group stay 
in the work force. For this group. Project Match created what we 
have called postemployment services and that is help after people 
get their first job. Such services might include assistance to get a 
second, third, or fourth job very quickly, as soon as they lose their 
job. Other kinds of postemployment services include advancement 
assistance so that while people are working at entry level jobs they 
can get help to move to better jobs, help to apply for the earned 
income tax credit, and so forth. 

There is a heretofore group that tends to get lumped with either 
the welfare cyclers or continuous users. Though we know little 
about this group, we believe it is a distinct group. Instead of cy- 
cling on and off of welfare, this is a group that cycles in and out 
of jobs. And in most cases they never really lose their welfare 
grant, but the grant seems to go up and down based on income as 
they move in and out of part-time and temporary jobs. 

This is a particularly difficult group to work with, and I think 
they need elaborate postemployment services, and it is imclear 
what is going to keep this group in the work force. 
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Finally, there is a fourth group researchers refer to as the contin- 
uous AFDC users, and they are the least job-ready group. Some es- 
timate this group to be about 18 percent. This is the group for 
whom a rigid time-limited system would be least successful in 
pushing them into the work force. Another fear is that this group 
will be considered unreachable, and they will be made exempt from 
participation, which is likely to lead to their further isolation from 
mainstream expectations. 

This is the group for whom Project Match has created what we 
call lower rungs on the ladder so that there is a broadened array 
of activities which would be viewed as a legitimate effort toward 
becoming self-sufficient. These might include activities such as vol- 
unteering at their child’s Head Start or school, or becoming a Scout 
leader. And for some parents it would include getting their children 
to school on time and getting them to extracurricular activities. 

In closing. Project Match envisions a welfare plan in which it 
would be possible for all AFDC recipients from day one to partici- 
pate and to make progress. Setbacks and failures would result in 
revised plans and easy-to-access, appropriate help. Fulfilling paren- 
tal responsibility would play a significant role. And, most impor- 
tant, the stick would fall on those who fail to try to improve their 
lives and the lives of their families and communities rather than 
those who might experience difficulty in becoming self-supporting. 

[The prepared statement and attaclunent follow:] 
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TESTIMONY OF TOBY HERR 
PROJECT MATCH 

Members of the Subcommittee; 

My name is Toby Herr. I am the founder and director of Project Match, a research 
and service welfare-to-work program. The testimony I am presenting is adapted 
from the paper "Lessotrs from Project Match for Welfare Reform," authored by my 
colleague, Dr. Robert Halpem of the Erikson Institute and myself, dated February, 
1994. 


Sandra entered Project Match in 1986 as a nineteen-year-old single parent who 
had dropped out of high school when her baby was bom. Initially she wanted help 
from Project Match to find a GED (high school equivalency) program. Over the next 
tuJD years she enrolled in and dropped out of three GED programs and one for-profit 
training program (with a $2,000 outstanding loan). She also got a job and quit it 
within three months. 

Eventually Sandra began to stabilize her life. She moved out of Cabrini-Green 
and found a new group of friends. Project Match helped her find a part-time job at a 
downtown restaurant. She wanted to quit that job too, but her counselor convinced 
her that she needed to build a work history in order to obtain a better job. Sandra 
“hung in“ for one year until, through a friend, she heard about an opening for a 
full-time unionized position paying $5.00 per hour with ben^ts at a hospital. 

Sandra has held the hospital job for more than three years and is now earning 
$9.50 per hour. She has bought a car, moved to a nicer apartment, sends her son to a 
magnet school, and is off welfare. She still checks in with her Project Match 
counselor from time to time to brag about her son's grades or when she just needs a 
listening ear. While Project Match is very proud of Sandra - and still recognizes 
her employment milestones in its quarterly newsletter. The Independence - staff 
continue to encourage her to get a GED. 

We are concerned that current proposals for welfare reform do not adequately 
reflect what has been learned in the welfare-to-work field over the past twenty-five 
years. In this paper we focus on lessons from Project Match, as well as related 
research and program experience, which we think should inform the work of 
creating a transitional welfare system. We then propose an alternative model that 
we believe still captures the intent of current proposals and prevailing progranis, 
but more realistically reflects what has been learned by us and others both about 
welfare recipients themselves, and about how to encourage and assist them in 
leaving welfare. 

I. WHAT IS PROJECT Match? 

Mission: Since 1985, Project Match has operated an "urban lab" committed to 
working with people unlikely to succeed in the job market on their own. Its 
mission is twofold; (1) to provide long-term assistance to welfare-dependent 
families as they move through multiple career stages toward economic 
independence, and (2) to document and disseminate lessons learned about the 
process of leaving welfare and effective welfare-to-work strategies. 

Population Served: To date, the program has worked with more than 750 residents 
of the Cabrini-Green community in Chicago, one of the most economically 
disadvantaged areas in the country. The majority of participants are African- 
American (99%), female (77%), and utunarried. Sixty percent were age 25 or 
younger at the time of errrollment. Only 55% came into the program with any work 
experience and more than half (58%) grew up in homes supported by welfare. 

History: The program's primary service site is located at a health center, within 
walking distance of the Cabrini-Green housing development. Its most recent 
project. The Two-Generation Head Start Self-Sufficiency demonstration, originally 
funded by the U S. Department of Health and Human Services, is located at a Head 
Start center in Cabrini-Green. The research component of the program, originally 
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part of Northwestern University, is now affiliated with the Erikson Institute of 
Chicago. In 1988, Project Match was a winner in the Innovatims in State and Local 
Government Awards program of the Ford Foundation and Harvard University. 
Lessons from Project Match have been shared with a broad audience through 
research reports, conference presentations, site visits, techitical assistance, and the 
media. 

Evolution of the Project Match Model: The programmatic flexibility and 
operational independence of Project Match have allowed it to adopt a truly 
experimental approach - developing, testii^, and refining strategies that seem 
promising, while eliminating those that prove ineffective. Linked to and feeding 
into its inductive approach to model development is an inductive approach to 
conceptualizing the process of leaving welfare for long-term recipients. Instead of 
presuming that it knows what people need to get off welfare. Project Match studies 
its participants' career histories month by month. From this process the Project 
Match model, with its commitment to individualized services, as-needed assistance, 
and incremental progress, has evolved. 

Going to Scale: Based on Project Match's experiences, as well as findings from other 
studies, we believe that successful welfare reform will require large-scale 
customization. Project Match has aeated a tool for conceptualizing and 
operationalizing an individualized, human development approach to welfare 
reform. Because this tool, the "Incremental Ladder," has pulled into the welfare 
policy framework a broad range of activities and institutions not heretofore viewed 
as work force preparation, there would be an appropriate first step for every AFDC 
recipient. Therefore, as explained in Section HI, every AFDC recipient, from the day 
he/she enters the system, would be required and helped to climb onto the ladder 
and to keep moving from step to step, making concrete, measurable progress toward 
economic independence. 

II. LESSONS FROM PROJECT MATCH AND OTHER PROGRAMS THAT HELP GROUND 
WELFARE Reform 

The Project Match model is grounded in the understanding that for many 
welfare recipients leaving welfare is an uneven, back and forth process - not a single 
event. This process is characterized by false starts, setbacks and incremental gaiits. 
The Project Match experience has yielded a number of lessons that are starting to be 
supported by other studies. These lessons include: 

• The importance of allowing for the option of work before school. 

Project Match's experience, as well as others',! suggests that for some recipients, 
particularly high school dropouts or high school graduates with low basic skills, 
participating in traditioiuil education programs (e.g., GED programs) as a first step 
results in high dropout rates or lack of progress. For many Project Match 
participants, a more successful route begins with employment. Only after 
experiencing low-paying jobs with few prospects for advancement do many 
really understand the lird; between school and work, and choose to make a 
commitment to school. Such experiences suggest that AFDC recipients should 
not be forced to go to school when they want to work, nor prevented by lack of 
financial support from seeking more education when they desire it. 

• Job development, actively helping people locate and apply for jobs versus 
relying on independent job searches, moves people into the work force 
quickly. There is increasing evidence that, regardless of conditions in a local 
labor market, many people need a formal mechanism such as job development 
to gain access to available jobs.^ Such mechanisms become, in effect, "proxy 


! "Rethinking Adult Education: Part Two," learning far Learning, Center on Budget and Policy 
Priorities, Issue Brief 3, Juite 1993. 

2 For example. Manpower Demonstration Research Corporation's (MDRC) evaluation of California's 
GAIN program found that Riverside, the county with the strongest impacts, was also the county with 
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networks that can inform, socialize aitd vouch for employees in much the same 
way that social and ethnic networks do now. "3 

• Losing initial jobs emerged as a major problem for Project Match 
participants moving toward economic independence. Within 6 months after 
placement, 57% lost their first job; within 12 months, 70% lost their job.4 
Reasons for job loss range from the structure of jobs (e.g., temporary jobs with 
irregular hours) to employees' lack of familiarity with the world of work. 
Findings from other welfare-to-work programs such as JOBS also highlight 
the problem of early and rapid job turnover among welfare reciplents.5 

• Providing post-placement follow-up assistance gets Project Match 
participants who fail in their first placement back on track quickly. Within 3 
months, 70% of those who lost their first job were either working again (77%) or 
enrolled in education or training programs (23%). Specifically, participants who 
remain active in the program after their first placement benefit from help in 
getting a second or third job, or advancing to a better job when they are ready. 

• A long-term, individualized approach yields gains for many Project Match 
participants. One study examined the labor market gains made by 259 
participants in the program for at least 3 years. It showed that participants' 
likelihood of employment increased by 47% between their first and third years of 
program participation. In the third month after enrollment, 38% of participants 
were working; at the end of 3 years, 56% were working. Project Match also found 
that participants' average wages increased by 23% between the first and third 
years of employment.* 

• For those who fail to make progress, options other than school or work may be 
valuable. When Project Match examined the progress of individuals, rather 
than the total group, the outcomes were less optimistic. Approximately half of 
the participants who remained in the program for 3 to 5 years had made 
unsteady or no measurable progress.7 This suggests that, for some, school or 
work is too big a first step and the road to economic independence must begin 
with more appropriate activities. 

III. IMPLICATIONS FOR WELFARE REFORM 

A. Exits from Welfare Are Unpredictable and Nonlinear 

The standard government welfare-to-work model, depicted as Model 1 on the 
following page, views leaving welfare as a predictable, linear experience that can be 
accomplished within a short time frame: a direct and straightforward progression in 
which an individual is initially on welfare but not working or in training, then 
participates in an education/training program or a job-readiness class, then enters 
employment and leaves AFDC, and then continues upward in the labor market 
without returning to welfare. 


the strongest job development component. D. Friedlander, J. Rjccio, and S. Freedman, GAIN: Two-Year 
Impacts in Six Counties, MDRC, 1993. 

^ Philip Kasintz, "The Real Jobs Problem," Wall Street journal, November 26, 1993. 

* Lynn Olson, Linnea Berg and Aimee Conrad, High job Turnover Among the Urban Poor: The Project 
Match Experience, Center for Urban Affairs and Policy Research, Northwestern University, 1990. 

* Mark Greenberg, Welfare Reform on a Budget, Center for Law and Social Policy, Washington, 
D.C.,June 1992. 

*Artalysis by Lynn Olson, Ph.D., and Aimee Conrad, former research staff of Project Match. 

7 Toby Herr and Robert Halpem with Aimee Conrad, Changing What Counts: Rethinking the Joumeg 
Out of Welfare, Center for Urban Affairs and Policy Research, Northwestern University, 1990. 
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Model 1 

Typical Welfare-to-Work Program Model 



Model 2 

The Profect Match, Individualized Service Model 
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While this model reflects the behavior of many AFDC recipients (i.e., the group 
that is likely to leave welfare within two years and not return), data from programs 
that try to help people leave welfare and longitudmal data on patterns of welfare 
receipt suggest that a larger group than is usually acknowledge does not leave 
welfare in such a direct manner. An examiiution of welfare use dynamics among 
women ages 20 to 23 who were part of the National Longitudinal Survey for Youth 
found that, of the approximately 50% who left welfare for work, 40% returned 
within a year. Only 20% of the women who foimd work appeared to have left 
welfare permanently by the end of two years.* Findings from Riverside County, the 
most successful site of California's GAIN program, indicate that while two-thirds of 
experimental group members worked at some point during the first two years, only 
half of those (or one-third of the total experimental group) were working during the 
last quarter of the second year.^ 

The evidence from these two studies, as well as others, suggests that difficulty 
making a permanent attachment to the work force is nsit confined to a relatively 
small group of disadvantaged families (e.g.. Project Match participants). Rather, 
there is a significant group (whom we refer to as the middle group) that cycles 
between welfare and work, neither staying on welfare for lengthy spells nor leaving 
for good. In other words, the majority of AFDC recipients will not leave welfare 
permanently with one job or within a two-year time period. 

Model 2, set forth on the previous page, presents a more complicated view of 
leaving welfare and one that captures the dynamics of the Project Match model. 

This model allows people to move in and out of schools and jobs as they make 
gradual, but not necessarily linear, progress toward stable employment. Assistance 
is oriented to these different pathways arrd time frames. In contrast to the standard 
model, this model more accurately describes the back and forth movement of the 
large middle group of AFDC recipients - the group that is likely to leave welfare 
eventually but for whom the timing and nature of support needs have not been 
well mapped out. However, our experience suggests that even the more flexible 
welfare-to-work model (i.e.. Model 2) is not likely to meet the needs of a portion of 
the most disadvantaged welfare recipients. For example, as stated earlier, 
approximately half of Project Match participants made little or no measurable 
progress over a three-to five-year period. 

B. The "Incremental Ladder" Approach to Welfare Reform 

Our concern about prevailing and proposed welfare-to-work policy has led us to 
create an alternative model, which we refer to as the "Incremental Ladder to 
Economic Independence." This model is based on two interrelated ideas: 

1) Everyone on AFE>C (without exception and from the day he/she enters the 
welfare system) can and should be actively engaged in the interrelated 
processes of leaving welfare and improving the life of his/her family and 
community; and 

2) These processes should occur within a flexible, individualized time frame, 
allowring for various combinations and sequences of activities. 

The visual metaphor for the model, an incremental ladder (see ladder on the 
following page) caphues the assumptions of this approach. It was created as a tool to 
help us envision leaving welfare as a nonlinear process that cannot be restricted to a 
particular time frame. 


* LaDonna Pavetti, "Welfare to Work: Breaking the Cycle of Dependency," Research Bulletin, 
Malcolm Wiener Center for Social Policy, John F. kermedy School of Government, Harvard University, 
Fall 1993. 

^ D. Friedlander, J. Riccio, and S. Freedman, CAIN: Two-Year Impacts in Six Counties, Manpower 
Demonstration Research Corporation, May 1993. 
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A typical "employability plan" under JOBS (e.g., 20 hours of school and/or work) 
comprises the upper rungs of the ladder. If supports such as child care and 
transportation were available, the majority would start at this level. However, as 
stated earlier, a significant number of those who get placed in jobs quickly will lose 
them just as quickly. We believe that the key to keeping people from lapsing back 
either onto AFDC or into costly community service jobs will be quick and 
nonbureaucratic access to assistance for updating resumes, getting job leads, and, as 
necessary, obtaining help to understand what went wrong. These kinds of post- 
employment supports are an important part of our model and help keep people on 
the upper rungs. 

And what about those for whom school or work is too big a first step? Under 
JOBS, with its narrow set of authorized activities coupled with the now widespread 
practice of a 20-hour participation requirement, many are pushed onto the upper 
rungs of the ladder before they are ready. This means that for many recipients their 
initial attempts to leave welfare end in failure and often with sanctions. Moreover, 
the absence of lower rungs in existing programs leads to a lack of realistic starting 
points for those who are least job-ready, which in turn leads to a tendency to exempt 
them. The unintended result is that there is a sizable minority of recipients (e.g., the 
functionally disabled, parents with infants) who are excluded from opportunities to 
improve their lives. We believe that policies such as time limits are likely to 
exacerbate these dynamics of relatively high numbers of failure, sanctions, and 
exemptions. *0 

C. Building the Lower Rungs 

For those who are least job-ready, we have created lower rungs on the ladder. 
This subgroup of recipients will now have a broader array of meaningful and 
realistic first steps that will count as legitimate efforts toward becoming 
economically independent. These first steps include community volunteer work, 
participation on advisory boards, and activities related to parental responsibilities. 
Also, for both the lower- and upper-rung activities, gradually increasing time 
commitments have been added. Thus, one parent might begin the journey out of 
welfare dependency by volunteering at a Head Start program for 20 hours a week, 
another by attending a GED class for 2 hours each week. 

The addition of the lower rungs is based, in part, on the idea that the activities 
people perform in their roles as parents and members of communiHes can be pulled 
into the policy framework and used as stepping stones and indicators of movement 
toward economic independence and family well-being. It is also based on the notion 
that community work makes the most sense early in the process rather than later as 
a dumping ground for those who are unable to get and keep jobs. 

In order to implement the lower rungs as a social contract, certain conditions 
must be met. First, lower rung activities will be legitimate only if they involve 
skills, competencies, and time commitments that a person has not yet mastered (e.g., 
the inability to get one's child to school on time), ^cond, the skills and 
competencies fostered by these activities must be conceptually linked to job 
readiness (e.g., getting one's child to school on time contains the seeds of getting to 
work on time). Third, they have to be activities that can be placed in a progression 
of increasingly work-like skills and dispositions (e.g., moving from unscheduled 
volunteering, such as staying at a Head Start center after dropping one's child off, to 
scheduled volunteering, that is, signing up in advance and adhering to that 
schedule). Finally, participation in lower- rung activities must be made discrete, 
measurable, and verifiable. 


10 Almost every element in the current federal JOBS program - from inadequate funding for child care to 
the limited choice of authorized employability activities - contributes to a dynamic in which the 
majority of welfare recipients are exempted from being required to seek work or prepare for work. This 
phenomenon creates a central stumbling block to achieving a transitional welfare system. 
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Unlike a time-limited approach where the stick (the toss of an AFDC grant) 
tends to fall at the end point, the ‘Incremental Ladder' model nudges, pushes, and 
pulls people toward stable employment from the outset and on a continuous basis. 
In a system where individual employability plans involve people in activities that 
are reievant to their personat goals and life situations, where they can progress in 
identifiable increments, and where setbacks can result in revised plans, sanctions are 
likely to be imposed primarily on those who refuse to try to improve their lives. 

Prototypes driven by many of these principles are already operating in Utah and 
Iowa. But individuals' plans negotiated under these existing programs tend to be ad 
hoc. As national policy, this approach is not feasible without a lower-rung 
framework in place.U Implementing it as public policy will require the active 
involvement of the full range of institutions and agencies that are part of the daily 
lives of AFDC recipients, including public housing authorities, family support 
programs, and schools. 

D. Design and Institutionalization Challenges Around the "Incremental Ladder" 

To translate the "Incremental Ladder" model into practice, there are a host of 
design, implementation, and organizational issues that will have to get worked out. 
For example, how will we determine where on the ladder a person begins and when 
he/she is ready to move to a higher rung? Who will determine which government 
or private agencies will be responsible for helping people become reemployed when 
they lose their job? How will we bring the full range of institutions and agencies 
represented on the ladder, such as Head Start and public housing agencies, into this 
new welfare framework both as settings for lower-rung activities and as potential 
case managers? And how will we track individuals' participation and progress from 
month to month? The challenge of mobilizing the full range of government and 
private agencies around these issues gives concrete meaning to the Clinton 
administration’s broad idea of reinventing government. 

In our own work in Chicago, we have begun to tackle some of these questions in 
different institutional settings. For example, at a Head Start program in Cabrini- 
Green, we have transformed the existing parent involvement activities, which tend 
to be informal, open-ended, and isolated, into an increasingly work-like hierarchy. 
For Head Start, we are developing a set of protocols and procedures, including a 
computerized tracking system. Individualized Participant Passports, and recognition 
strategies, which help parents move from rung to rung. In other words, we have 
developed a blueprint that at least one major institution that works with welfare- 
dependent families (i.e., the Head Start Bureau) could use to create an authentic 
two-generation program: a setting where parents could support their children's 
development while they prepare for work. To implement the "Incremental Ladder" 
model, similar processes need to occur within other institutions. That means those 
institutions traditionally involved in employment and training, like the U.S. 
Department of Labor's programs (e g., one-stop shopping sites), and those that need 
to be brought into the welfare-to-work arena, like school systems and family support 
programs. 

We recognize that what we are proposing would require a fundamental shift in 
both prevailing and proposed welfare-to-work policies. Based on our experience, 
however, we believe that the "Incremental Ladder" model should be tested in 
Illinois and other states. It is important to emphasize that the individual elements 
of this model (e.g., maximum participation from day one, support as needed, 
flexibility around sequencing and choice of activities, and an individualized time 
frame for leaving welfare) work together and are part of an interrelated whole. 
While we would not reconunend that the entire country be mandated to 
implement the model at this time, we thiirk it is crucial that any welfare reform 


II It is important to understand that making progress does not just mean leaving the lower-rung 
activities behind. Once people master the skills and competencies that underlie activities such as 
getting children to school on time or adhering to a volunteer schedule, they become part of an 
accumulating portfolio of skills and habits leading to work. 
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legislation allows sufficient flexibility so that states that want to could use the 
model. 


In this position paper we have outlined an expanded framework for welfare 
reform that strives to accomplish two principal tasks; 1) it reworks the traditional 
welfare-to-work approach so that it better meets the needs of the large middle group 
of AFDC recipients who are likely to leave AFDC within two years but return, and 2) 
it creates a new major component of a transitional welfare system, the "lower rungs 
of the ladder," designed to serve those who will experience the most difficulty 
entering mainstream work worlds. The chart on the following page begins to lay 
out this more differentiated view of the welfare population with a correspondingly 
differentiated view of its support needs. 

In summary, we are calling for large-scale customization significantly different 
than anything previously attempted in recent decades in the human services 
(although customization has now become a critical underpinning of our ability to 
compete in the global marketplace). The process of leaving welfare can be facilitated 
or complicated, made more cortstructive or more destructive, depending on the 
particular configuration of institutional supports and sanctions. Unfortunately, we 
caimot magically alter the process for individuals by simply declaring, for political 
purposes, that it is going to happen in a particular sequence and time frame. What 
if the American public is not upset per se about the fact that welfare recipients are 
not working? What if, as seems plausible, the public is upset about the idea - myth 
or not - of people doing nothing? What would be critical then is measurable 
evidence of trying, of doing "something," within a framework of consistent, 
gradually inaeasing, and inaeasingly work-like effort. 


Project Match gratefully adknowledges the financial support of The Joyce 
Foundation and Woods Fund of Chicago in the preparation of Lessons from Project 
Match for Welfare Reform. A special acknowledgment to Ria Majeske of Project 
Match and Suzaiuie Wagner for their assistance in the preparation of the Lessons 
paper. 
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Llmiled data avaitabta give us some sense ol the size of each euOgroup, but fuhher anatysis Is necessary (shapes are proporttortate to our estimalad percentages for eadt subgroup). 

Size of each subgroup will, of course, vary based on fscto's such as a state’s AFDC gram level, amount of earned Income disregard, avallabllfty of health insurance. e>>^orvlort of EITC, etc. 
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Mr. McCrery. Thank you — all of you — for your excellent testi- 
mony. 

We will ask Mr. Collins to inquire. 

Mr. Collins. Thank you, Mr. Chairman. 

Mr. Mead, as you know we are considering block grants down to 
the States for literally dozens of current welfare programs or Fed- 
eral programs, and yet you recommend specific characteristics of 
welfare-to-work programs that the Federal Government should im- 
pose on States. Where do you see the balances between flexibility 
and Federal controls? 

Mr. Mead. Well, I would say that the crucial Federal matter is 
the standards and not the administration. I think the actual ad- 
ministration of these programs, work programs and welfare itself, 
can be and should be devolved to the lowest possible level. But the 
standards, it seems to me, have to be national because of their 
very, very far-reaching implications and because of their enormous 
sensitivity. 

I would recommend that in any block grant that there be stand- 
ards kept for the participation rates that are required in the work 
program that is being contemplated and also that there be stand- 
ards set for what participation means, what you have to do to be 
a participant. The current plan I understand requires a 50-percent 
participation level in actual work by the year 2003. I believe that 
that is too tough unless you also let activities other than employ- 
ment be included in the permissible activities. 

I would also say that to have 35 hours, as is now contemplated, 
as the standard for participation is probably too demanding, be- 
cause mothers have to v/or^ about their families also. But it is 
characteristic of the Republican proposals that they combine stand- 
ards which appear to be unreachable with an idea of block granting 
the program, which would effectively eliminate all standards. 

I would prefer half-time work as a standard but enforce it seri- 
ously and have up front job search. I would work toward 50-percent 
participation but allow other activities besides actual employment 
to count toward that. I would have a standard for actual employ- 
ment also. 

In Kenosha County, Wisconsin, over a third of the recipients are 
already employed while still on welfare. I think that ought to be 
a standard for the Nation. We ought to require that a third of the 
recipients actually be employed. 

They can do other things, too. They can go into education and 
training, but we have to have some idea of standards. How you 
reach the standard should not be a Federal concern. That ought to 
be left to the States. There are a lot of ways to run the programs, 
and I don’t see a national interest in that, but the criteria or what 
the States have to do and the essential meaning of participation I 
think has to be defined. 

Mr. McCrery. Excuse me, Mr. Collins. 

I notice there are a number of folks in the audience with posters 
and signs that you would like to hold up. I have no objection to 
your holding up signs, but if you would take them to the back of 
the room so they don’t obstruct the view of others who are here try- 
ing to observe and listen. Anybody who wants to hold up a poster 
move to the back, and it is OK with me. Thank you. 
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Mr. Collins. Mr. Mead, we are talking about — ^you mentioned 
people, a third of people working and still have access to some ben- 
efits, some subsidies. In the Contract With America what we are 
really talking about are some cash benefits. All other type sub- 
sidies would remain intact or accessible. 

What about the 2 years? Is 2 years a reasonable time or should 
there be an earlier date set for phaseout of the benefits? Or should 
it just be up to a certain point and then that is it? 

Mr. Mead. I don’t think that time-limiting welfare is the right 
way to reform welfare now, because I don’t think it is possible for 
the majority of welfare recipients to support themselves. Some can, 
and they will if we enforce a half-time work requirement. But we 
have to recognize that their ability to earn is limited. 

My initial goal is not to time-limit welfare or to cut welfare per 
se. It is rather to change the nature of it so that more people are 
employed. Once you did that I think you would find that the num- 
ber of people who stayed on welfare as long as 2 years was reduced 
considerably, and then you could contemplate time-limiting wel- 
fare, but not immediately. I think to do that is the wrong approach. 

Rather than try to limit welfare at the back end by limiting how 
long people stay on, I would prefer to change the nature of it at 
the front end. ^ther than have a 2-year limit, I would rather re- 
quire people to work or look for work immediately, as soon as they 
go on welfare. 

And that ought to be the message: You go on welfare and you 
are going to be looking for a job immediately, not at the end of 2 
years. Two years is an eternity to many welfare mothers. It is not 
meaningful to have a work test that is postponed. Put it up front 
but limit it to half time and allow a person to work and, if nec- 
essary, to train alongside that. A lot of people will leave welfare if 
you do that. Do that first and then see how many people are still 
on and talk about time limiting at a later point. 

I fear that if you were to time limit welfare now, when we have 
only a largely symbolic work requirement in most localities, too 
many people would hit the 2-year limit and then you would have 
to do something to ease the limit, and it would make the policy a 
laughingstock. So let’s implement a work test up front and then 
talk about time limits later. 

Mr. Collins. You mentioned New York City, the inner city. 
Quite a few Members of the House do not actually represent a city 
the size of New York where you have the inner city problem, but 
yet it is of great concern to a number of us. What do you suggest 
we could actually do in the inner city as far as tr 3 dng to create and 
provide jobs? 

Because under the current system — I don’t know what the aver- 
age is in New York City but across the Nation it is $12,000 annu- 
ally in all benefits combined. When you take that amount and 
equate it to an hourly wage that would net out to $12,000, you are 
tadking about better than a $7-an-hour job, which is a little more 
than flipping a hamburger or raking leaves. What can we do in the 
inner cities that would encourage job creation there? Go beyond 
just the welfare reform itself. 

Let’s go to job market itself. What can we do? 
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Mr. Mead. I don’t think that job creation right now is the main 
problem. As far as we can tell, jobs are available at the margin for 
people who seek them. 

In 3 weeks, interviewing around the State of Wisconsin, talking 
to JOBS people, including in Milwaukee, not a single person said 
to me that jobs were unavailable to people on welfare. The statis- 
tics say the jobs are available. They are not necessarily good 
enough to get off welfare completely or out of poverty, but our ini- 
tial goal ought to be to get people working. 

I don’t think you need to worry about the job market imme- 
diately. If we got serious about enforcing work on the whole case- 
load the day might come when there were shortages of jobs. My 
first step at that point, rather than create jobs, would be to crack 
down on illegal immigration. After that I would worry about job 
creation. 

Mr. Collins. Ms. Gueron. 

Ms. Gueron. Starting with your first question about block 
grants. This is an important issue. For any of you who care about 
expanding work programs, you have to care about the incentives 
facing States. 

One concern I have is that if you switch to a block grant struc- 
ture, the last dollar spent will be 100 percent a tax levy dollar at 
the State level. And under those incentives. States could be con- 
servative about work programs which represent up front invest- 
ments with clear, but future, payoffs. Faced with pressure on case- 
loads and the need to trade off providing money for people to live 
on versus running work programs. States might consider the latter 
more discretionary. States may resist paying the full cost of invest- 
ing in work programs when some of the savings will go to the Fed- 
eral Treasury. Thus, I think if your goal is to expand work pro- 
grams the financial structure can be very key. 

In terms of your question about a 2-year time limit, I think a lot 
depends on what is meant by that. Clearly, the public has said that 
they favor people working and that there has to be some kind of 
limit on education and training and other services, and that activi- 
ties should shift toward work. Whether that is rigidly 2 years, it 
shouldn’t wait for 2 years. Many people on welfare can start work- 
ing right away, and programs that have an up front work focused 
message will get some people very quickly into jobs; for others, it 
might take longer. But you certainly don’t need to wait. 

I don’t think anybody is talking about waiting for 2 years. They 
are talking about setting some limit, after which something else 
would happen. Whether there is enough work activity for everyone 
on the rolls or whether you could create enough work activity is a 
serious question. 

In New York City, Mayor Koch was very devoted to work-for- 
benefit programs, and at the maximum he created about 7,500 
work slots for a mandated welfare caseload that was about 150,000 
at that point. Despite all of his enthusiasm and will in this area, 
going to 150,000, if you think that the public payroll in New York 
City is about 300,000 employees, would be a daunting job. You 
could have a very large sector of your public pa 5 Toll in workfare 
positions. 
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So while at the margin clearly jobs are available, were you push- 
ing to that level I think we would hit something quite different. 

Mr. Mead. The crucial area to look for jobs is not in government 
but in the private sector. No effective program has reUed heavily 
on government jobs. 

Mr. McCrery. Thank you. 

Mr. Ford will inquire. 

Mr. Ford. Thank you, Mr. Chairman. 

Dr. Mead, following up that job market idea, the job-ready popu- 
lation within the welfare population. What do we need to do to 
match up some of the welfare recipients with some of these jobs 
that might be available in the private sector, people who have been 
forced through recessions or bad economy or just out of the work 
force and now find themselves on welfare? What do we need to do 
for this job-ready population? 

Would the case managers in Health and Human Services, as 
they apply — what do you suggest that we do to get this 15, 20 per- 
cent of the job-ready population moved into the private sector? Do 
we respond through giving the assistance to, I guess, matching up 
with the job, the application process, the things that one would 
need in order to move back into the work force who may have been 
out for the last 4 or 5 years? 

Mr. Mead. Most essential is to enforce up front job search. It is 
\inusual in most job programs for the first step to be looking for 
work. If we do that, we will right away move a lot of people into 
jobs. I think the job market is the best way to assess the employ- 
ability of someone. If you send them out for a job you are likely 
to find out what sort of jobs they can get and what they can do. 

In my understanding, the best thing would be to require people 
to work or look for work half time. At a certain point if a person 
failed to get a job they should also get some kind of assistance to 
improve their skills, maybe job development where you try to find 
a job for them. But I don’t think we should give up as qmckly as 
we do now on the idea that a person can get a job. 

Mr. Ford. I am not suggesting that we do. I just want to know 
how do we say to a percentage of the adults on welfare who want 
to work, who might not have all of the know-how to really match 
their skills with what might be open on the other side of town, that 
they don’t access through whatever the transportation needs are, 
who would like to work and would do a good job — I am talking 
about people who are law-abiding citizens who would love to move 
off the welfare rolls and move to the private sector. Do we offer 
credits to the private sector to employ these people or do we move 
forward? 

Mr. McCrery. Please, ma’am, you are a guest here. This is a 
warning. If you do not stop and take yoiir seats we will have to 
have you removed from the hearing room. We appreciate 

The Committee will be in recess for 5 minutes. 

[Recess.] 

Chairman Shaw [presiding]. The Committee will now reconvene. 

I would like to thank the officers for the way that they cleared 
the hall in the most orderly manner but yet without any tremen- 
dous problems. I understand that none of the iminvited witnesses 
who were demonstrating in the room will be arrested at this point. 
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However, any further interruption is going to be cause for a 
charge — a misdemeanor — which is interruption of Congress. 

This Committee is not going to accept these types of outbursts. 
It does great prejudice to the cause that the people who are dem- 
onstrating are trying to further. We are going to be hearing from 
all kinds of witnesses. We are going to be thorough and as fair as 
any committee can possibly be, but we are going to uphold the dig- 
nity of this Committee, and we are not going to stand for this on 
any basis. 

I apologize to the witnesses. 

Mr. Ford. 

Mr. Ford. On behalf of the Democrats, we agree. We are faced 
with very critical issues as we move to reform the welfare system 
to bring about new policies, and any time spent in interruption 
with those who want to have outbursts in the audience certainly 
is not accepted by the Democratic side of the aisle. I, too, apologize 
to the witnesses. 

Dr. Mead, back to the question that we were — we had before the 
Committee. I am convinced that there might be 20 to 25 percent 
of the welfare population who are able to work, just might be job- 
ready. 

I know we say they need to search every day. It is difficult in 
my State for a mother with three children, $189 in cash payments 
per month — ^it is difficult to search through public transportation or 
the child care that is needed if there are no progreuns. 

I know the Personal ResponsibiUty Act that we have before the 
Committee removes any requirement to provide education and 
training services to welfare mothers, and I don’t think you have 
been suggesting that we remove it totally. You are saying put them 
to work immediately and then train them once they are in the 
work force. 

I have no problem with that idea. I think that we should try to 
place them in the work force. But are you saying place them in 
workfare jobs rather them trying to place them into the private sec- 
tor and offer maybe some type of tax credit to the employer or em- 
ploying people on a particular program? Or do we set in motion 
some type of mechanism that would be in place on State levels that 
would, in fact, identify and match up people and get them job- 
ready to move quickly into the work force? 

Mr. Mead. I don’t think that you need special arrangements at 
the outset. The main step is simply to require people to look for 
work. 

One thing that progreuns do, though, is provide support services, 
and that is necessary. Actually, transportation is more often a 
problem, it has been found in the past, than child care, and that 
should be something that the staff help arrange. You are not ask- 
ing people to look for work without assistance. 

Mr. Ford. Support systems like transportation? 

Mr. Mead. Yes. Transportation is a service now provided under 
JOBS. And where it is critical, where it is unavailable 

Mr. Ford. What if additional money is needed in order to 

Mr. Mead. I am not able to estimate that, but I know that in 
past surveys transportation is more often mentioned as a problem 
than child care, and in lural areas especially it is a serious consid- 
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eration. However, that is something that the program can solve be- 
cause it is set up to do that. The major difficulty is not that there 
is no transportation; it is that right now not enough of the recipi- 
ents are looking for work. 

Mr. Ford. Should we leave the JOBS Programs in place, the one 
that we put in place in 1988? Or should we remove it? 

Mr. Mead. Leave it in place, but modify it in such a way that 
you have clear-cut requirements for up front job searches. Right 
now, job search is allowed but not required. 

Also, I would require that the standard about participation be 
raised above 20 percent. Measure it in a different way and have 
a stipulation about people who are actually employed. You should 
have to look for work or work half time. That should be a general 
requirement. 

And then have a participation standard and a standard for peo- 
ple who are actually employed as well. These would be set at levels 
that we think are feasible, although there should be an implemen- 
tation period as there was for the first several years of JOBS. 

I would try to move the participation rate up to 50 percent but, 
unlike the Republican proposal as it now stands, I would allow a 
broader range of activities. But I would still require people to work 
first and then go into training. I think that is the best way to solve 
a problem. 

Mr. Ford. Out-of-wedlock births or illegitimacy or the lack of in- 
centives to work — which are the real problems that we need to ad- 
dress in this welfare bill? 

Mr. Mead. That is a tough question. I don’t think it is necessary 
to choose. As far as I can see, government has found almost no way 
to prevent luiwed pregnancy. As far as I can tell from sketchy evi- 
dence, employment may be one of the best ways to reduce unwed 
pregnancy. 

Mr. Ford. What about the teenage pregnancy problem that is 
filling up the welfare rolls? You mentioned in your testimony — isn’t 
poverty there before the teenage pregnancy problem and then pov- 
erty — it is not like the teen pregnancy and poverty is there before- 
hand. How do we address that problem and — if we are going to re- 
duce those rates? 

Mr. Mead. Although poverty per se is something to look at, I 
don’t think that low income is the reason people get in trouble. It 
is, rather, they have deprived upbringings. The deprivation that 
matters has to be more with human things than with money, al- 
though money is important, too. 

I would think that the best thing you can do for many teen moth- 
ers is to put them in a structure where they get assistance but at 
the same time they have to function. I am thinking of the Teen 
Parent Demonstration Program recently evaluated by MDRC and 
also the LEAP Progreun in Ohio, where they Eire showing some ef- 
fects. Mothers are put in a situation where they have to work. They 
have to do something that is enforced. They also get support serv- 
ices. That has more effect on the problem than anything we have 
found. I don’t know of a better solution right now. 

Chairman Shaw. Ms. Dunn. 
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Ms. Dunn. I have a number of questions, and I will try to be 
very specific to whom I will address these questions. But I would 
hke to ask Ms. Herr a question first. 

I was very interested in your testimony, and I wonder if you 
could give us some thoughts on why these welfare moms are com- 
ing onto the welfare rolls and getting back off and needing to move 
back in again? Do you have backgroimd or statistics that could ex- 
plain this problem to us? 

Ms. Herr. There seem to be two groups. There is a group that 
goes on, emd then they lose their job, and they get off. That is a 
group that seems to know how to keep a job. They know the rules 
of the world of work. Why they get off — they are seldom fired. That 
is not why they leave their jobs. Some get off because they need 
health care, because there is an illness, because there is a problem 
with an abusive bo 5 driend or husband, those kinds of reasons. It is 
not that they can’t keep a job. 

That is why I said, for that group at least, what we have found 
most helpful is easy, immediate access and assistance to get an- 
other job. And that is the job development we are talking about. 
That is, people can actually walk into the office without an appoint- 
ment. They don’t have to go back to the welfare department and 
start over again. Within 24 hours they are sent out on job inter- 
views, and they tend to get jobs quickly. The other service we pro- 
vide is just assistance with whatever problems people are having. 
That is one group. 

The other group, why do they lose their jobs? That is a group 
that in general has a much more tenuous work identity. So that 
when there is a problem at home, a problem at work, a problem 
with their supervisor, the first thing to go is the job. That is a 
group that is more likely to get fired or quit. They keep a job for 
maybe 2 or 3 months. They lose the job, get another job— it doesn’t 
seem that over time they seem to do much better. They are not 
keeping the next job for longer. It is a group that we have very 
much struggled with. Some just mature their way out of it. 

Also, our progTEun is a volunteer program. It is very hard to 
know what would happen if they were mandated. I don’t know 
what would happen if they were mandated. They would still need 
a lot of assistance. Would they not lose jobs as quickly? I don’t 
know. 

Ms. Dunn. Maybe the followup that Dr. Mead talked about 
would be helpful. 

Dr. Mead, I want to ask you a question that is very central to 
my thinking. I want to see the private sector more involved. Are 
there incentives that come to mind that we could provide to private 
sector job providers that make a welfare mom or somebody we 
want to move off these rolls more interesting? 

Mr. Mead. There have been tax incentives in the past whereby 
if you hired a welfare recipient or several other groups of people, 
disadvantaged groups, you would get a tax benefit from that. The 
general history has been that few employers either apply for or use 
those incentives. Some do. There are some who make a business 
out of it, who basically hire welfare recipients because of the tax 
benefits, but that is uncommon. 
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There is some evidence that if you provide such an incentive it 
may stigmatize the job seeker because, although the person can 
offer the tax incentive to the employer, it identifies them as a wel- 
fare recipient. It may be best if we don’t do that, if we let the job 
seeker go forward as anyone else would. So history here is not en- 
couraging. 

I don’t meein that something might not change in the future. If 
we had a much higher proportion of recipients looking for work, 
and as such the availability of jobs became more questionable, then 
the tax incentive might matter more. But right now that would not 
be my emphasis. 

Ms. Dunn. Thank you very much. 

Cheiirman Shaw. Mr. Ensign will inquire. 

Mr. Ensign. Thank you, Mr. Chairman. 

Have you seen statistics of people that have gone via tax incen- 
tives into the workplace? Following the period of time that that 
money runs out or that tax incentive nms out, do you know the 
percentage that stay employed? 

Mr. Mead. I wouldn’t be able to estimate that because the use 
of these incentives is quite limited. We inherently look for incen- 
tive-oriented mechanisms because we would like to believe that the 
dynamics here is the sort of thing that we see on Wall Street, 
where people respond to incentives. 

I don’t think that that is typically true of long-term welfare re- 
cipients. It is true of some, but these are people who in general are 
not very responsive to incentives. We should not project our 
middle-class psychology on them and assume that they are going 
to respond to subtle changes like a tax break for an employer. 

I think they respond more to public authority, to demands of ad- 
ministrators who provide structime as well as support. It is really 
the construction of a paternalistic structure aroimd recipients that 
gets results. They get support and direction from staff members 
who follow up, who see that they do what they are supposed to do. 

These are people who often have not had very structured lives. 
From the moment they were children their lives usually have not 
been well ordered for various reasons. They need structure, and 
that has more effect on improving employment as far as I can tell 
than anything we can do with chai^ng the incentives. 

Mr. Ensign. When you are talking about State flexibility, some 
of the Governors that have been using more block grants with 
minimal guidelines, it seems to me that if you are in a rural tjrpe 
of State — ^Utah is an extreme example — where there is a homo- 
geneous population, very good family structure, versus maybe New 
York where it is more urbanized and there is more illegitimacy — 
if you tried to take the same kind of a program in both of those 
States where one State has much more support structure outside 
the family and you are trying to take the same guidelines within 
that program, it seems to me that that is a faulty approach. This 
cookie-cutter approach from Washington seems so faulty because 
there are such differences at local levels. 

Ms. Gueron. I think that is clearly true, that work programs 
were really invigorated during the eighties when Governors took 
some ownership for these programs. To run these programs you 
have to believe in their mission and get staff motivated to succeed 
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and to convince and to communicate to welfare recipients the re- 
ality that they can succeed. So there is flexibility for different com- 
munities to emphasize different goals and objectives. Then I think 
the programs will be operated more effectively. 

In response to your earlier question about incentives, at the local 
level caseworkers working with welfare recipients think that the 
fact that work does not beat welfare is a real problem in getting 
people to take jobs and that welfare recipients often will return to 
the rolls because they are not better off working. 

A number of Grovemors in the waiver packages and reforms that 
they have launched in recent years have tried to do something 
about that in terms of making work more remunerative; and Con- 
gress has, too, in extending transitional Medicaid and child care 
tried to make work more attractive. The results are not in from all 
of those experiments, and it will be important to see how much of 
a boost you can get from incentives, but I think that is part of the 
equation. 

Mr. Mead. The standards I would have for JOBS do not restrain 
a program from doing more or different provided the minimums are 
set. A State like Utah is probably very high performing in the 
JOBS Program, and it would probably already meet the standards 
that I would set for the Nation generally. 

It is not as if we are constraining Utah. They have lots of free- 
dom to do as they wish. It is minimum standards I am talking 
about. It is just what we do in unemployment insurance. Social Se- 
curity — we don’t allow those to vary in their essentials around the 
country. We do allow details to vary. That is what I am talking 
about. 

Chairman Shaw. Mr. Rangel. 

Mr. Rangel. Dr. Mead, there is no Republican welfare system. 
I was addressing myself to that, and they don’t have a system yet, 
but they have concepts which we are dealing with now. 

I think you said in your testimony that when the voters are so 
angry and frustrated about something, they may dictate a rather 
harsh solution. But that solution may not work, whether it is the 
death penalty — and I would assume you would include in that the 
cutting off of welfare for a child whose mother is under 18, even 
though people behind them in the supermarket line may agree 
with this solution. But it doesn’t work. Saying that a person who 
has no training and there is no job available, whether they are on 
for 2 weeks or 2 years, will be automatically cut off after a 2-year 
period it may sound political, but it is not a solution. 

And to say that because paternity is not established and without 
any other justification, benefits will be denied is a political solution 
but it won’t work. 

I think we have already discounted the possibilities of public 
jobs. It is not workable. There is layoff and shrinkage. And the 
unions will go bananas when their employees are laid off and you 
tiy to filter AFDC recipients into those jobs. 

We would prefer not to have teenage pregnancy in the beginning 
and not to have as many welfare recipients. 

You said something about being outraged at the number of peo- 
ple in New York City that are on welfare. If you assume that you 
can’t deal with the public sector, where are these jobs? You say 



293 


they are out there. They may be out there for you or out there for 
me, but how is a teenaged, untrained high school dropout, and an 
irresponsible person, going to find this job that is out there? 

Is there a way where we can make certain that the private sector 
tells us what jobs are out there and that government has a respon- 
sibility to shore up those with babies, without babies, those that 
are not on welfare, so that these people can hook into what is out 
there? 

All of the jobs in New York are going to the Caribbean," and to 
Mexico. We ^ow that those jobs are leaving so instead of being so 
outraged that these people are not working, could you professionals 
help us to marry the needs of the business world with our respon- 
sibility to train these people to meet that challenge? 

Mr. Mead. The main reason that more people are not going to 
work in New York is not that we lack such a mechanism but two 
other reasons. Those on welfare are in a job program that is known 
as the BEGIN Program in New York. This program has two over- 
whelming problems. One is that they don’t have anywhere near ad- 
ministrative control of the caseloads. They are unable to assign and 
direct their recipients. They are overwhelmed by numbers. 

Mr. Rangel. Forget that. We are reforming that system. We 
have creative Governors to come up with new ideas. How can I 
marry the private sector needs with a group of people with babies, 
wdthout babies but unemployed and untrained? That is where we 
need your guidance. 

Mr. Mead. And I am saying to you the best way to do it is re- 
quire them to look for work, which they are not now required to 
do. 

Mr. Rangel. Do you understand how much it is to get on the 
subway to look for work? If you are a high school dropout you don’t 
pick up the “New York Times” and find out what jobs are available. 
That is not realistic. 

If we have a bureaucracy that is an impediment — I am taking a 
clean-cut kid, and he wants a job. What should he do? Hit the 
streets? 

Mr. Mead. Yes. 

Mr. Rangel. And that is what you expect teenage mothers to do? 

Mr. Mead. Yes. 

Mr. Rangel. That is a political solution. It makes people feel 
good to be able to say they should be working. 

But when someone comes to you and asks how can I get a job 
and how can I work and you tell them to hit the streets, that is 
unfair. You didn’t train them. You didn’t assist them. You are 
ready to prepare to allow Governors to knock them off welfare, and 
you haven’t done a thing except to say they are out there. 

I know your training, and I know my training, and we can get 
a job, and we should hit the streets, but it is unfair for you to do 
that to high school dropouts. 

Look at the public school system where 90 percent of the kids go 
through and drop out of the system because they know there is no 
job at the end of the process. Principals know it. Teachers know it. 
We should have the private sector working with the educational 
system to make certain that when you get a diploma, you also get 
a job. 
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You are saying that even after the mistake, after we have failed 
this population — and you know who those people are: They come 
from communities with the highest unemployment, 5 or 10 times 
the national average, and you are telling them to go outside their 
community to get a joh. You have the highest number of high 
school dropouts, the highest number addicted to drugs, the highest 
incidence of violence, the highest crime rates, the highest number 
of AIDS cases in these areas and you say what the hell. 

I tell you this. This is a great political solution; people white and 
black buy it: Make them work. But the babies keep coming, the 
crack keeps coming, the violence and crime keeps coming, and the 
jails are now exploding. We better come up with a solution that is 
not just political but something that will work. 

Chairman Shaw. The time of the gentleman has expired. 

Mr. McCrery. 

Mr. McCrery. Thank you, Mr. Chairman. 

To the panel of witnesses I would say. Congressman Rangel 
brings up an excellent point. We do need to think about ways to 
encourage participation in the various communities of high-welfare 
populations, to assist those folks in finding the jobs that are out 
there. 

However, one thing that appears to me to be true — and, please, 
I would like your comments — the current welfare structure in 
America clearly does not encourage people to seek work, find work 
and continue working. To me, that is obvious to a casual observer 
of the system. 

So what we are talking about now is changing in a massive way 
the incentives that are in the current system. And, yes, it is easy 
to say we are going to require work, but that is a start in my view. 
It turns upside down the current incentive, which says, don’t work. 

And Dr. Mead, maybe I misinterpreted some of your comments, 
but I think you have said that the Republican proposal as now 
written perhaps may not be broad enough in terms of the activities 
which would qualify for a continuation of welfare benefits or AFDC 
benefits, is that correct? If so, would you expound upon that for a 
minute? 

Mr. Mead. Yes, I think that is right. The bill is useful in empha- 
sizing the priorities of actual employment. That is something the 
JOBS Program does not do now. We do need to change that. 

At the same time, I think to regard only employment as partici- 
pation is too narrow. I would rather have a requirement that peo- 
ple work or look for work half time up front and then allow other 
things, too, like education and training. 

The evidence is that programs that do that — Riverside is one ex- 
ample, also Kenosha County in Wisconsin — achieve all the goals. 
They achieve more jobs, and they also achieve higher quality jobs 
than would be the case otherwise. This suggests to me that we 
ought to have a requirement that people work first but then allow 
other activities. 

I would not mandate more than half time because I think that 
that is unrealistic, given that these are single mothers who also 
have to take care of their children. I would require that they work 
or look for work half time and then allow education and training 
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on top of that. So they might end up doing more than half time, 
but that part would Le optional. 

So I applaud the Republican proposal on employment, but I think 
it is too narrow. We shouldn’t just focus on work, and we should 
settle for half time. However, we should also enforce that half time 
rigorously. 

The fear with 35 hours is that it would not, in fact, be enforced, 
and would be a symbolic requirement. I would rather have a lesser 
requirement that was not symbolic, that really was serious, where 
we required work up front as soon as someone went on the rolls. 

Mr. McCrery. What about being a full-time student? Would you 
not allow that to qualify? 

Mr. Mead. I would not allow that in advance of working half 
time. We have a large number of people who go into what is called 
self-initiated training, where they undertake education programs 
which become a substitute for actually working. 

At the outset in JOBS, there was reason to think education was 
more constructive because these are often the more able recipients 
who are able to get a college degree, let’s say, and that might be 
a way to get them permanently off" welfare. But we don’t find that 
they usually go to work. It turns out that in many cases people 
that go into these programs don’t actually finish their programs. It 
is a way of avoiding going to work in many cases. 

We have to realize that it hasn’t worked. Let’s require half time 
work first and then let’s allow training on top of that. 

Mr. McCrery. Ms. Gueron. 

Ms. Gueron. I agree with Dr. Mead on a lot of these issues and 
do agree that an up front focus on getting a job is a good idea. I 
think that his discussion of job search could be complemented by 
job development activities. Job search alone has some success, but 
there is no evidence that it will do more than increase the employ- 
ment rate about 10 percentage points. 

People who work actively with the private sector, seek to identify 
jobs, hook welfare recipients up with those jobs, can make that 
more effective. I do think that we have to recognize that that is not 
going to get everybody off the welfare rolls. No project that has 
gone as strong and as actively as they could with job search and 
development have done more than reduce the rolls 5 or 10 percent- 
age points. You are still going to have a lot of people on welfare. 
And if you are interested in work you are going to have to think 
about moving beyond the private sector to some form of work for 
benefits or public work program. 

Ms. Herr. I would like to make three comments, one relates to 
getting people into the work force. At least most of the people who 
get jobs are Socially networked into the work force. That is, they 
know people who can give them job leads. 

I know every June I get a call from friends whose children are 
graduating from high school — could I help get them a job? And that 
is how most of us get jobs. 

The population Project Match serves, in general, is not 
networked into the work force. I am responding to Mr. Rangel. I 
think we have to create what is called a proxy network for this 
group, and I think that we have to make sure that in it is job de- 
velopment. It is interesting to me that job development is man- 
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dated under the JOBS Program and is not an optional component 
and yet most States aren’t doing it. It is unclear to me why since 
it is mandated. 

Project Match uses job development very intensively; 70 percent 
of people are placed into jobs within 3 months. We can get people 
into jobs. I find it very interesting in our program that the people 
who can get the jobs on their own, can get the jobs easiest because 
they are attractive, they know what to say, they know how to dress 
for the interviews, they tend to be the ones with the most trouble 
keeping jobs. They are the most awkward, have the least con- 
fidence, make the worst impression, don’t know how to interview. 
Yet it is this group that when we get them into the work force they 
do a very good job. So it is very complicated. That is one set of is- 
sues. 

Another set of issues. While Riverside is the most successful pro- 
gram in getting people into the work force, at the end of 3 years 
only 23 percent were working and off welfare. It is not enough to 
just get people into the work force. Clearly a more significant prob- 
lem is keeping them there, and I think we need to figure out how 
to address this problem. 

I did talk about the notion of postemployment services. We have 
to stay with people after they are working. As soon as they lose a 
job we have to get them another job. We have to help them deal 
with problems with their supervisors. Most of our clients are 
African-American, many have never had a white supervisor before. 
In terms of the rules of the world of work they need a chance to 
learn just like everyone else does, a chance to learn how to make 
it in the work force. 

I think this is complicated, but I think we have to be honest 
about what some of the problems are and what some of the most 
promising solutions are. 

Chairman Shaw. Mr. Levin will inquire. 

Mr. Levin. Let’s continue because the three of you seem to agree 
that the key point here is linking welfare with work. You all say 
that. 

Dr. Mead, you do not like the prescriptions in the Contract on 
out-of-wedlock births, the denial of additional benefits for addi- 
tional children — I haven’t heard you comment on legal immigrants. 
You say. Dr. Mead, everybody should be required to look for work. 
I believe Dr. Gueron also agrees with that. 

It has been suggested that there has to be some training involved 
in many of these cases. Many of the AFDC recipients have not 
graduated high school. I don’t think we have the figures, but many 
of them don’t read very well. So do we need to have in addition to 
a requirement that people look for work some kind of assistance in 
education? 

Mr. Mead. I would agree with that, but also I don’t think that 
it should postpone job search. I don’t think that a person is unem- 
ployable because they are not able to read English. It certainly lim- 
its the kinds of jobs they can get, but I believe you need to estab- 
lish a principle of job search. You can’t allow a person to say that 
because they have low skills that they have no obligation to look 
for work. I wouldn’t say that they necessarily have to get a job, but 
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you have to be making an effort. Alongside that you also have re- 
mediation. 

Mr. Levin. Let me ask you, if there is no child care arrangement 
what do we do about that? If there is no parent, grandparent or 
family friend, what do we do about that? 

Mr. Mead. In that case, we have to provide care through a child 
care center, but it is important to emphasize that the child care 
problem has turned out to be less serious than most people thought 
when these programs were mandated in 1988. 

Mr. Levin. Let’s not argue or discuss the extent. You would say 
you have to supplement the program with some child care in some 
cases. Dr. Gueron, where do you and Dr. Mead disagree? 

Ms. Gueron. I might be a little less enthusiastic about lack of 
education than he is and the ability of the public sector to do some- 
thing about that. I think there has been sobering evidence since 
the act passed about the ability of basic education services to, in 
fact, improve people’s skills. 

A study in California showed that, despite a strong focus on basic 
education, people did not score higher in most counties on tests 
afterward; and there was no clear link between the amount of basic 
educational services that people received and their employment ex- 
perience. The evidence is more encouraging relating to training. 

I think that basic education probably served some function but 
maybe a more indirect function less tied to the increase in basic 
skills. I don’t think we disagree on a program being strongly work 
focused to begin with. It is not just the services that you have, it 
is the message communicated through those services, whether it be 
job search or education or training, but the message should be 
prowork. 

Mr. Levin. As someone who believes that the work-welfare link- 
age is key I think we need to probe your differences, and I don’t 
know that they are as deep as they are made out to be. Dr. Mead 
and Dr. Gueron, the two of you have been here before, and it is in- 
teresting now to see them in this context. What is the national in- 
terest in welfare programs? Why should the Federal Government 
be involved at all? 

Mr. Mead. As I said before, I think it is clear in public opinion 
studies that the American public has two very strong desires about 
welfare. One is they want to help the needy. There is a strong phil- 
anthropic interest on the part of average Americans. They are not 
indifferent to people who are destitute. They want to help. 

At the same time, they are seriously disturbed by the disorders 
that they associate with the current welfare system, two particu- 
larly — unwed pregnancy and nonemployment by welfare adults, 
also by fathers who are responsible for families but are not paying 
child support. These features of welfare cause deep distress on the 
part of the average American. 

So they want to help people, but they also want to turn welfare 
into a work program where the adults contribute. They don’t nec- 
essarily, I don’t think, want people to have to get completely off 
welfare. They are not sa3dng you can’t be dependent. They are say- 
ing you have to make an effort. 
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These are such strong desires that it seems to be a national pri- 
ority that we worry about these things, and that is why this is a 
Federal matter. 

Ms. Gueron. I would agree that the AFDC Program was set up 
to provide a safety net under children. The concern was children 
and poverty rates among children. That concern is still out there, 
tempered by a concern that poverty may be created or aided by ac- 
tions of their parents. So there is a strong desire to both create a 
safety net for children and get tough on parents. 

This is very hard because children and parents are a tied sale. 
They come together. It is hard to get tough on parents and still 
maintain a safety net to support children. That is what the whole 
work program strategy is. That is why it is attractive, because it 
seems to be a way to reconcile these two objectives. You can con- 
tinue to provide some support for children but only if their parents 
take some actions toward work. 

Mr. Levin. Thank you. 

Chairman Shaw. Mr. English. 

Mr. English. Thank you, Mr. Chairman. 

Dr. Gueron, pulling together some of the testimony you have al- 
ready presented, can you summarize for us the elements of a suc- 
cessful welfare-to-work program? 

Ms. Gueron. Yes, I will do that by talking about Riverside, Cali- 
fornia’s program. It is the program that so far has the strongest re- 
sults. 

I think there were eight things about that program that distin- 
guished it. The first was that the agency from the very top put a 
priority on work programs. This wasn’t some secondary issue. They 
weren’t only focused on writing checks accurately. They cared 
about the work message from the top. Second, there was a strong 
commitment and adequate resources — and resources are very im- 
portant — to serve everyone. Not just motivated volunteers but ev- 
eryone was required to participate or begin the participation proc- 
ess. 

Third, there was an emphasis on getting a job quickly that per- 
vaded every component — job search, education, training. 

Fourth, it was a mixed strategy. It wasn’t just job search. There 
was some education and training for those who didn’t get jobs 
through job search. 

Fifth, there was an active use of job developers in connection 
with the private sector, very key. 

Sixth, there was a willingness to use sanctions to enforce the 
participation requirement. 

Seventh, and often not discussed, there was a very cost-conscious 
management style. You can spend a lot in these programs, and I 
think the Riverside administrator appreciated that time is money 
and that you have to pay attention to that issue. 

Finally, there was an outcome-focused management style. They 
paid attention to two issues that are important to keep your eye 
on at the same time — getting all people into activities and making 
sure that your staff are focused on getting them into work. 

Mr. English. Dr. Mead, in your written testimony you character- 
ize the effects of welfare employment programs as marginal. And 
I was wondering, drawing on what Dr. Gueron has just said, would 
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you like to comment on what you think makes a successful welfare- 
to-work program and perhaps in your view what makes some 
welfare-to-work programs unsuccessful? 

Mr. Mead. First of aU, I don’t think the effects are marginal. 
What I said in my testimony is that they usually are regarded as 
marginal if one looks at the economics. But in terms of the activity, 
the effect on the people doing something to help themselves, the 
impact is a lot more than marginal. JOBS doubles and triples the 
share of clients who are involved in work or looking for work or 
education training. 

I would mention a program I studied this past summer in Keno- 
sha Coimty. This was a program where they emphasized very 
strictly up front job search. They enforced a requirement for half- 
time work. They allowed people to train once they were working 
half time. 

And the result was that this county outperformed another job- 
oriented county in Wisconsin where they emphasized simply going 
to work and available jobs, with much less remediation. Kenosha 
obtained not only more job entries but higher quality — ^higher 
wages, higher retention rates. So it looks like this is the way to go, 
to require work up front and also to have remediation along with 
it. 

Another thing to stress is that reform is an administrative chal- 
lenge. Although I think standards have to be set at the national 
level, creation of a program like Riverside is a task for administra- 
tive leadership of the lughest order. 

These programs construct a structure around the recipients so 
that they are given unquestioned support, but they also have un- 
questioned oversight, and they have to carry out their assignments. 

The CTeat difficulty with long-term welfare people is that they 
are defeated. They tend to withdraw ftnm activities for reasons 
that are understandable, perhaps, but that defeat the purpose. So 
you have to enforce attendance. 

In good programs, the followup on the clients is relentless. If 
someone drops out, they go after them, send letters, call on the 
phone. They make home visits. They don’t let a person get away. 
And the clients experience that as caring, as providing a structure 
they haven’t had. My phrase for this is help and hassle. You have 
to help people, and you have to hassle people, and the combination 
does the trick. 

Mr. English. 'Thank you very much. 

'Thank you, Mr. Chairman. 

Chairman Shaw. Thank you, Mr. English. 

Mrs. Kennelly will inquire. 

Mrs. Kennelly. Reading your testimony, Ms. Herr, I see a lot 
about getting people into jobs. And the recidivist rate is a reces- 
sional problem, £ind to get the job first, to get the person in, is a 
problem. As you who have had such great experience along these 
lines, do you have any advice for an individual like myself who 
comes fi"om a State that is in recession? How do you go at provid- 
ing jobs when there are not many jobs? Or do you have two dif- 
ferent approaches? Or do you use the same model whether there 
are jobs or you have to make work jobs? How do you handle some- 
thing like that when the economy is not in an active position? 
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Ms. Herr. Well, I think one of the things is that if there are 
jobs — as you are saying, I think I may agree with both Dr. Mead 
and Dr. Gueron, that we need to require participation. 

One of the things that we have observed in Chicago at a project 
at a Head Start is that there are parents that — although there are 
jobs in Chicago, these parents are not ready to work. So whether 
it is parents that aren’t ready to work or whether it is a city where 
there aren’t enough jobs, we can look at the kinds of things that 
they are doing in their roles as parents and members of a commu- 
nity and begin to build on that. 

Communities need Scout leaders, volunteers at Head Start, peo- 
ple to walk kids to and from places in imsafe neighborhoods, to 
rides buses with kids when they go to activities. I think that there 
are an awful lot of things that are work preparation kinds of things 
that require real skills that people could be or are already doing. 
I think we have to sort of take that more seriously and really begin 
to structure those informal activities and think about them as seri- 
ous options for those that are not ready for work and in areas 
where there aren’t enough jobs — does that make sense? 

Mrs. Kennelly. Yes. Because I wrestle constantly with the idea 
that we have training and work training — for what? When I go 
home people say I need a job, but we know the employment situa- 
tion is so terrible for somebody who is not skilled. 

You see the way the Committee is moving, the way the Contract 
is -moving. Would there be administrative ability to do this kind of 
task orientated in real life? You haven’t got a skill. You are a moth- 
er. You have children. So you work that into what you are going 
to do to qualify. Do you see that as something we are doing in the 
direction of the Contract? 

Ms. Herr. I think that when we talk about community service 
jobs we tend to think about creating a set number of jobs and slot- 
ting people into them whether or not they are interesting or rel- 
evant to them. I am talking about something different. What I 
mean is talking to a person and saying to them, “Let’s look at what 
you are actually doing now.” 

When you talk to people they are all doing something. They are 
on tenant-management boards. They are Scout leaders, helping 
poor people in their communities, working in food pantries. They 
are doing many things. What happens is these things don’t have 
a place in the welfare system so that they go to their JOBS Pro- 
gram which has certain other requirements, and they do this vol- 
unteering on the side. 

What we are trying to think of is how to take these things that 
they are already doing and build on them and move these new ac- 
tivities into the JOBS Program — that is, make them legitimate ac- 
tivities toward becoming self-sufficient. 

We have someone that is a Scout leader now. She is in training 
with a very good person in child development, and now she is 
thinking of going back to school and taking something having to do 
with recreational activities. 

We put people in training before we know what they are good at 
or interested in. I think if we would start with things people are 
doing, with what they are interested in and then give them a 
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chance to go into training I think we would be a lot more success- 
ful. 

Mrs. Kennelly. Thank you. 

Chairman Shaw. I would like to thank this panel for very fine 
testimony and appreciate your taking the time to be here, not 
under totally easy circumstances. But all three of you did a won- 
derful job. 

Mr. Rangel. Could I have one request of Ms. Herr? 

Chairman Shaw. Sure. 

Mr. Rangel. Thank you. 

One thing that appears to me is that a teenage mother would 
have love for her child. We could build on teaching her how to take 
CEire of that child, how to make certain that the child remains 
healthy. If she learns how to do that we can build on that and let 
her understand how to take care of someone else’s child, and we 
could do this in maternity wards, in day care centers, in home care. 
Why can’t we just say that is a Contract, and we are going to do 
it? 

Ms. Herr. I agree. One last comment with respect to that. We 
have observed that the same parents that have trouble getting to 
work on time or getting to an educational program are the same 
parents who are not getting their children to school on time, and 
are not getting them to extracurricular activities. So our reasoning 
is getting someone to work on time is a competency, and you have 
it or you don’t have it. 

I have been married to someone for 25 years who doesn’t have 
it. To me the idea would be why would we take someone who we 
know is having trouble getting places on time, why would we send 
them to a job where we know they are going to get fired? 'The cost 
of failure is so staggering for everybody. 

We could be using those kinds of things as work preparation — 
and I don’t mean parenting education. I mean things like getting 
the child to school, doing things for the child, participating in ac- 
tivities. And as they do that it gets them involved, and they natu- 
rally move on. 

Mr. Rangel. Thank you. 

Mr. McCrery. a quick followup on that. 

A concrete idea we brought up last year, Mr. Rangel — and the 
Committee voted it down — was simply requiring the parents to 
show proof of immunization for their children in order to get their 
checks. That is one concrete way I think we could get the parents 
involved. Thank you again. 

Chairman Shaw. Thank you again. 

One thing I hear through the testimony is that as part of this 
there is going to have to be a certain amount of followup. Dr. 
Mead, you made a statement about somebody calling and following 
up. 

This isn’t exactly onpoint, but it is the same t^e of philosophy. 
There is a high school in Fort Lauderdale, Florida, and the prin- 
cipal, who has since retired, set up a program where a teacher was 
assigned to ask a specific student, “How are you doing today?” The 
principal pointed out that so many of these kids go through the day 
without anybody really caring how they are doing. It is building 
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self-esteem, and I think that will satisfy a lot of the attitudes 
which need to be changed. 

Thank you very much. 

Now I would like to welcome our second panel which includes 
Larry Townsend, the director of the Riverside, California, work pro- 
gram that is imdoubtedly considered one of the country’s most suc- 
cessful in getting people off welfare and into a job. His program has 
been mentioned many times through the hearings that we have 
had. 

Also Gary Stangler, who is a long-time leader in the American 
Public Welfare Association. Chuck Hobbs was a welfare expert in 
the Reagan administration who has turned his attention to private 
sector programs that help people find and keep a job. Jean Rogers 
will describe some of the successful features of Wisconsin’s welfare- 
to-work program. 

And State Senator Stephen Martin of Virginia joins us to offer 
his expertise as a leading State legislator on this issue. He is also 
the only elected official to be offering his views with us today. 

We will lead off with Mr. Townsend. Each of the witnesses’ writ- 
ten testimony will be made a part of the record. If you care to sum- 
marize, please proceed as you wish. 

Mr. Townsend. 

STATEMENT OF LAWRENCE E. TOWNSEND, JR., DIRECTOR, 

RIVERSIDE COUNTY DEPARTMENT OF PUBLIC SOCIAL 

SERVICES, RIVERSIDE, CALIFORNIA 

Mr. Townsend. Thank you, Hon. Chairman Shaw and Members 
of the Subcommittee. 

I would like to identify a number of activities that we do in Riv- 
erside County to meike sure that our process is vmderstood. 

We started off in our program concentrating on something called 
philosophy and ideology, also something called salesmanship. I had 
to think about becoming less of a manager and more of a sales 
manager. 

We started off thinking about values. I read a little on Aristotle, 
and he said that work is virtue and that happiness is derived from 
being involved in a meaningful activity. 

We believe in our county that to work is inherently good for indi- 
viduals and that each and every day in employment, even if it is 
only one, is a good day and it helps teach individuals about work. 

Employment is a gradual socialization process. It doesn’t happen 
with a magic wand. Emplo3Tnent socialization includes listening to 
an alarm clock, learning how to dress appropriately, how to get 
along with your supervisor, how to convince him you are listening 
to what he wants, how to get along with coworkers, it takes a long 
time. 

Employment is really wonderful, and I think it is a necessary 
prelude to education, it is probably the most important method of 
training. 

A lot of us don’t know what we want to do when we first start 
out, and I didn’t either. But after performing a number of undesir- 
able jobs and I saw people involved in employment that interested 
me, I decided that that exposure was crucial to my development. 
Employment gives you a chance to discover abilities you don’t even 
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know you possess, and you won’t get that sitting at home watching 
the soap operas. 

Frankly, it is really crucial to get out there and show your stuff 
to your employer and earn pay increases and promotions. The old- 
fashioned work ethic that made America great was if you work 
hard, show your stuff, be reliable, eventually you will prosper. In 
our county we have found this still to be true. 

I would like to cover a little bit about the initial job placement. 
A lot of people feel like we should make a value judgment as to 
whether you should take that job or stay on welfare based on the 
employment wages of the first day. That is unfair. That is just the 
beginning of a new, beautiful and wonderful story. 

So we find that oim welfare recipients do progress. They do get 
off welfare. About 25 percent of them leave welfare about 3 months 
after they get the job, not the first day. About 60 percent get off 
welfare about 6 months later. So it is a progressive process where 
clients are able to make themselves more valuable. 

We work on trying to spend all of our time on those few factors 
that are needed to get somebody a job and off of welfare. We aren’t 
invested in the process. We intervene only to the extent necessary 
with remedial education, working on attitudes, skills, just to the 
degree it is necessary to get somebody a job. 

Some clients need more encouragement than others. There is a 
lot of fear out there. If we get them to believe in themselves, point 
out good things about themselves, the fear level dissipates, coopera- 
tion and excitement grows, and we teach them how to find a job 
so that they won’t even need an employment agency in the future. 

There are just a few key program elements I would like to men- 
tion. One is employment focus. I have set a goal that the GAIN 
Program in our county is focused on job placements. I expect each 
counselor to get 12 job placements a month as a minimum if they 
are going to stay with us, and that is because I care about the cli- 
ents being successful and being exposed to a new future. 

We insist that recipients who are registered do in fact show up. 
We try to use sales and marketing, we try to influence them, but 
we can’t do that unless they show up in our doorframes. So if nec- 
essary I will reduce the welfare grant, my staff will encourage 
them to participate in the program, and show them how to actually 
get employment and have a new futiue. 

We do utilize job developers. I think we are one of the first ones 
that did that. Some of our job placements come from the job devel- 
opers. Also, I am a job developer. Clerical and all other staff are 
job developers on a part-time basis, but I have full-time ones. They 
belong to each Chamber of Commerce, go to Rotary Clubs and be- 
come part of the communities. 

I guess what you have to do I have discovered in the program 
is that you have to believe in the program yourself, you have to be- 
lieve that welfare recipients all have a future regardless of long 
term, short term, need education, not in need of education, regard- 
less of ethnic group. We have discovered that every one of them 
has a better future through employment. 

I would like to conclude with a basic statement that in our opin- 
ion only work works. Thank you. 

[The prepared statement and attachments follow:] 



304 


UNITED STATES HOUSE OF REPRESENTATIVES 
COMMITTEE ON WAYS AND MEANS, SUBCOMMITTEE ON HUMAN RESOURCES 
JANUARY 23, 1995 

TESTIMONY OF: 

LAWRENCE E. TOWNSEND JR. 

DIRECTOR, DEPARTMENT OF PUBLIC SOCIAL SERVICES 
COUNTY OF RIVERSIDE, CALIFORNIA 


GENERAL COMMENTS 

GOOD MORNING, HONORABLE CHAIRMAN SHAW AND MEMBERS OF THE 
SUBCOMMITTEE ON HUMAN RESOURCES. IN CALIFORNIA, THE JOBS PROGRAM 
IS CALLED GAIN, WHICH STANDS FOR GREATER AVENUES FOR 
INDEPENDENCE. RIVERSIDE IS ONE OF THE COUNTIES INCLUDED IN THE 
MANPOWER DEMONSTRATION RESEARCH CORPORATION (MDRC) STUDY OF 
CALIFORNIA'S GAIN PROGRAM. THE SEPTEMBER 1994 MDRC REPORT 
INCLUDES THE STATEMENT THAT RIVERSIDE COUNTY'S GAIN PROGRAM 
"PRODUCED THE MOST IMPRESSIVE RESULTS EVER FOUND FOR A LARGE- 
SCALE WELFARE-TO-WORK PROGRAM." 

BEFORE SHARING WITH YOU WHAT IS UNIQUE ABOUT RIVERSIDE'S GAIN 
PROGRAM AND HOW OUR SUCCESS CAN BE TRANSLATED TO THE JOBS 
PROGRAM, I WOULD LIKE TO SPEAK BRIEFLY ABOUT THE SEPTEMBER 1994 
MDRC REPORT AND THE IMPORTANCE OF THE JOBS PROGRAM AS PART OF 
WELFARE REFORM. 

ONE IMPORTANT RESULT DISCUSSED IN THE REPORT IS THAT OVER THE 
THREE YEAR PERIOD OF THE STUDY, MDRC FOUND THAT SINGLE PARENT 
FAMILIES RECEIVING GAIN SERVICES IN RIVERSIDE COUNTY HAD 49% MORE 
EARNED INCOME THAN THOSE IN THE CONTROL GROUP WHO DIO NOT RECEIVE 
GAIN SERVICES AND THAT THEY HAD ALSO RECEIVED 15% LESS IN AFDC 
PAYMENTS. ADDITIONAL DETAIL IS AVAILABLE BY REVIEWING THE MDRC 
TABLES WHICH FOLLOW MY WRITTEN COMMENTS. 

ANOTHER IMPORTANT RESULT IN THE REPORT IS A BENEFIT-COST ANALYSIS 
WHICH SHOWS WHAT MDRC CALLED AN "EXCEPTIDNALLY LARGE" RETURN ON 
INVESTMENT IN RIVERSIDE'S GAIN PROGRAM FROM THE PERSPECTIVE OF 
THE GOVERNMENT BUDGET. THIS RETURN WAS $2.84 FOR EACH NET DOLLAR 
INVESTED FOR SINGLE PARENT FAMILIES, WHICH MAKE UP OVER 80% OF 
THE AFDC POPULATION, AND $1.61 FOR EACH NET DOLLAR INVESTED FOR 
TWO PARENT FAMILIES. 

AS IMPORTANT AS THE RESULTS JUST DESCRIBED ARE THE LESSONS WHICH 
WE CAN LEARN ABOUT WELFARE-TO-WORK PROGRAMS BY EXAMINING THE 
SUCCESS OF RIVERSIDE'S EMPLOYMENT-FOCUSED GAIN PROGRAM. THESE 
INCLUDE: 

0 AN EMPLOYMENT-FOCUSED PROGRAM CAN BE COST EFFECTIVE 

0 A LOWER CASELOAD DOES NOT NECESSARILY LEAD TO BETTER RESULTS 

0 LONG-TERM WELFARE RECIPIENTS DO NOT REQUIRE LENGTHY AND 
COSTLY PROGRAMS TO ENTER EMPLOYMENT 

0 AN EMPLOYMENT-FOCUSED PROGRAM CAN BE SUCCESSFUL FOR AFDC 
RECIPIENTS WITHOUT TARGETING ANY CLIENT GROUPS 
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0 SUCCESS OF AN EMPLOYMENT-FOCUSED PROGRAM IS NOT INHIBITED BY 
A HIGH LOCAL UNEMPLOYMENT RATE 

0 AN EMPLOYMENT-FOCUSED PROGRAM CAN BE SUCCESSFUL ACROSS 
ETHNIC GROUPS 

0 SUCCESS IN AN EMPLOYMENT-FOCUSED PROGRAM IS GREATER AND MORE 
COST EFFECTIVE WITH SINGLE PARENT FAMILIES ON AFDC THAN WITH 
TWO PARENT FAMILIES ON AFDC 

0 A SUCCESSFUL EMPLOYMENT-FOCUSED PROGRAM DOES NOT ELIMINATE 
THE NEED FOR AFDC 


AS SUCCESSFUL AS RIVERSIDE'S PROGRAM IS, IT IS LIKELY THAT IT 
WOULD BE EVEN MORE SUCCESSFUL IF AFDC RECIPIENTS HAD NOT HAD THE 
EMPLOYMENT DISINCENTIVE OF A 4-MONTH LIMIT ON THE AFDC EARNINGS 
EXEMPTION AND IF GAIN PARTICIPANTS HAD NOT HAD THE OPTION, AS A 
RESULT OF STATE STATUTE, TO DEFER THEIR PARTICIPATION BY WORKING 
AS LITTLE AS 15 HOURS A WEEK. 

SINCE THE END OF THE STUDY PERIOD, CALIFORNIA HAS ELIMINATED THE 
4-MONTH LIMIT AND MADE OTHER CHANGES TO REDUCE THE WORK 
DISINCENTIVE IN THE AFDC PROGRAM. IN ADDITION, THE GAIN ADVISORY 
COUNCIL, CONVENED BY GOVERNOR PETE WILSON AND CONSISTING OF 
REPRESENTATIVES FROM COUNTY WELFARE DEPARTMENTS AND VARIOUS STATE 
ORGANIZATIONS CONCERNED WITH CALIFORNIA'S GAIN PROGRAM, RECENTLY 
DEVELOPED 27 RECOMMENDATIONS FOR IMPROVING CALIFORNIA'S GAIN 
PROGRAM. I UNDERSTAND THE GOVERNOR'S STAFF IS PREPARING A 
PROPOSAL FOR CONSIDERATION BY THE STATE LEGISLATURE WHICH WOULD 
IMPLEMENT MANY OF THESE RECOMMENDATIONS, INCLUDING THE 
ELIMINATION OF THE 15-HOUR WORK DEFERRAL. 

WELFARE REFORM AND THE JOBS PROGRAM 

WHILE FOR SOME FAMILIES, AFDC IS A NECESSARY WAY STATION ON THE 
ROAD TO SELF SUFFICIENCY, FOR OTHERS IT IS A STEP TOWARD LONG 
TERM WELFARE DEPENDENCY. IN SOME CASES, THAT WELFARE DEPENDENCY 
LASTS FOR GENERATIONS. 

WHILE I AM PREPARED TO SHARE WITH YOU WHATEVER DETAIL YOU DESIRE 
REGRADING RIVERSIDE COUNTY'S PERSPECTIVE ON WELFARE REFORM, I 
WILL LIMIT MY COMMENTS TO THE IMPORTANCE OF THE EXISTENCE OF A 
FEDERALLY MANDATED, PROPERLY FOCUSED, AND ADEQUATELY FUNDED JOBS 
PROGRAM. IF DESIGNED PROPERLY, THE JOBS PROGRAM CAN BE ONE OF 
THE BEST VEHICLES FOR ASSISTING THOSE WHO ARE AFDC-DEPENDENT TO 
SUCCESSFULLY TRAVERSE THE ROAD TO SELF SUFFICIENCY. 

A WELL DESIGNED JOBS PROGRAM SHOULD: 

0 REQUIRE THE PARTICIPATION OF ALL ABLE ADULT AFDC RECIPIENTS, 

0 SET CLEAR PERFORMANCE STANDARDS, BASED ON OUTCOMES RATHER 
THAN PROCESS, AND PERHAPS MOST IMPORTANTLY, 

0 BE FOCUSED ON AFDC RECIPIENTS SECURING PAID EMPLOYMENT AS 
QUICKLY AS POSSIBLE. 
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SUCH A SYSTEM CAN BE COST EFFECTIVE AS DEMONSTRATED IN RIVERSIDE 
COUNTY’S GAIN PROGRAM. 

RIVERSIDE COUNTY'S GAIN PROGRAM 

WHILE I DO NOT PROFESS THAT RIVERSIDE COUNTY HAS A FINAL SOLUTION 
TO WELFARE DEPENDENCY, I DO BELIEVE THE DESIGN AND IMPLEMENTATION 
OF GAIN IN RIVERSIDE COUNTY INCORPORATES APPROACHES WHICH CAN BE 
DUPLICATED AT OTHER SITES AND WHICH MAY LEAD TO THE KINO OF 
SUCCESS DOCUMENTED BY THE MDRC STUDY. BECAUSE IMPLEMENTING 
LEGISLATION FOR CALIFORNIA'S GAIN PROGRAM GAVE CONSIDERABLE 
DISCRETION TO INDIVIDUAL COUNTIES REGARDING HOW TO OPERATE GAIN, 
RIVERSIDE COUNTY’S PROGRAM WAS RELATIVELY DISTINCT AT ITS 
INCEPTION FROM OTHER GAIN PROGRAMS IN CALIFORNIA. 

I BELIEVE SEVERAL THINGS HAVE CONTRIBUTED TO RIVERSIDE’S SUCCESS. 
FIRST, IS THE UNDERLYING PHILOSOPHY AND IDEOLOGY. SECOND, IS A 
SET OF THREE KEY PROGRAM ELEMENTS WHICH CAN BE DUPLICATED 
ELSEWHERE. THIRD, IS A BRIEF LISTING OF LEADERSHIP TECHNIQUES 
WHICH CAN BE USED TO EMPOWER STAFF. 

PHILOSOPHY AND IDEOLOGY 

THERE IS A FOUNDATION OF BELIEFS UPON WHICH THE EMPLOYMENT 
FOCUSED PROGRAM IN RIVERSIDE COUNTY IS BASED. THESE INCLUDE THE 
FOLLOWING. 

0 WORK IS INHERENTLY GOOD FOR INDIVIDUALS AND EACH DAY IN 
EMPLOYMENT IS A GOOD DAY 

EMPLOYMENT PROVIDES INDIVIDUALS WITH: PRIDE IN EARNING ALL 
OR PART OF THEIR SUPPORT; AN OPPORTUNITY TO DISCOVER 
UNSUSPECTED ABILITIES AND SKILLS; A CHANCE TO BE A BETTER 
ROLE MODEL FOR THEIR CHILDREN; AND, HOPE FOR A BETTER 
FUTURE. 

0 THERE IS NO MAGIC BULLET OR ULTIMATE JOB FOR EACH CLIENT 

EARNINGS FROM THE STARTING WAGE LEVEL OF A JOB SHOULD NOT BE 
COMPARED WITH THE WELFARE PAYMENT LEVEL TO DETERMINE WHETHER 
THE JOB SHOULD BE ACCEPTED. THE INITIAL HOURLY WAGE ON THE 
FIRST DAY OF EMPLOYMENT IS JUST THE BEGINNING OF 
OPPORTUNITY. THE IMPORTANT STORY IS THAT THE NEW EMPLOYEE 
HAS A CHANCE TO LEARN, DEVELOP, DISCOVER ABILITIES, PROVE 
HIS OR HER WORTH TO AN EMPLOYER, EARN PAY INCREASES AND 
PROMOTIONS, OR MOVE ON TO ANOTHER JOB. 

IN AMERICA’S PAST THERE WAS A BELIEF THAT IF YOU WORKED 
HARD, DIO GOOD WORK, AND WERE RELIABLE, YOU WOULD EVENTUALLY 
PROSPER. THIS BELIEF IS STILL VALID TODAY. PROOF OF THIS 
IS EVIDENT IN THE SUCCESS OF OUR GAIN CLIENTS. 

0 EMPLOYMENT IS A GRADUAL SOCIALIZATION PROCESS 

EMPLOYMENT, HOWEVER MODEST, TEACHES AND REINFORCES VERY 
BASIC, YET ESSENTIAL, SKILLS NECESSARY FOR ACQUIRING AND 
RETAINING EMPLOYMENT THAT MANY PEOPLE TAKE FOR GRANTED BUT 
NOT ALL OF US HAVE, SUCH AS: SETTING THE ALARM CLOCK; 

GETTING TO WORK ON TIME; ACCEPTING SUPERVISION; LEARNING TO 
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COMPLETE TASKS RELIABLY; GETTING ALONG WITH COWORKERS; AND, 
DRESSING APPROPRIATELY FOR WORK. 

IF AN INITIAL JOB PLACEMENT IS NOT SUCCESSFUL, IT IS NOT 
VIEWED AS A FAILURE IN OUR GAIN PROGRAM, BUT, RATHER, IS 
EXAMINED AS AN OPPORTUNITY RICH WITH LESSONS REGARDING HOW 
THE GAIN PARTICIPANT MIGHT BE SUCCESSFUL IN THE NEXT JOB. 

0 ALL INDIVIDUALS HAVE PROMISE, ABILITIES, AND POTENTIAL FOR A 
NEW FUTURE 

MOST AFDC CLIENTS 00 NOT WANT TO BE ON AFDC. RATHER THAN BE 
LABELLED AND PLACED IN CATEGORIES OR TARGET GROUPS, ALL AFDC 
CLIENTS SHOULD BE EQUALLY SERVED BY THE JOBS PROGRAM AND 
EFFORTS SHOULD BE MADE TO MOVE ALL AFDC CLIENTS INTO 
EMPLOYMENT AND OUT OF WELFARE DEPENDENCY AS SOON AS 
POSSIBLE. 

0 MORE AFDC CLIENTS CAN BE SERVED IF EACH CAN BE SERVED LESS 
EXPENSIVELY 

THE "PARETO PRINCIPLE", ESPOUSED BY NINETEENTH CENTURY 
ECONOMIST VILFREDO PARETO, IS THAT, IN ANY HUMAN ACTIVITY, 
PEOPLE SPEND ONLY 20* OF THEIR TIME DOING WORK WHICH YIELDS 
80% OF THE RESULTS. IN RIVERSIDE COUNTY, WE APPLY THIS 
CONCEPT BY FOCUSING OUR EFFORTS ON THE ACTIVITIES WHICH ARE 
MOST LIKELY TO RESULT IN OUR CLIENTS OBTAINING PAID 
EMPLOYMENT. 

BY COMBINING THE "PARETO PRINCIPLE" WITH THE PHILOSOPHY OF 
ACHIEVING THE GREATEST GOOD FOR THE GREATEST NUMBER, WE ARE 
LIMITING OUR EXPENDITURES PER INDIVIDUAL BY MOVING CLIENTS 
THROUGH OUR SYSTEM MORE QUICKLY THEREBY ENABLING US TO 
ASSIST A FAR GREATER NUMBER OF CLIENTS IN ACHIEVING A FUTURE 
OF PAID EMPLOYMENT. 

0 SOME CLIENTS NEED MORE ENCOURAGEMENT THAN OTHERS TO 
PARTICIPATE 

SOME AFDC CLIENTS RESIST PARTICIPATION IN GAIN. FOR SOME OF 
THESE AFDC CLIENTS, ONCE THEY UNDERSTAND THEIR PARTICIPATION 
IS MANDATED, THEY DIVE INTO THE PROCESS WHOLEHEARTEDLY. 

SOME OF OUR MOST INTERESTING SUCCESS STORIES ARE INDIVIDUALS 
WHO WERE INITIALLY HESITANT ABOUT PARTICIPATING. 

A SMALL PROPORTION OF ABLE-BODIED AFDC CLIENTS BELIEVE 
SOCIETY SHOULD SUPPORT THEM. FOR THIS SMALL NUMBER, 
SANCTIONS MAY BE NECESSARY. IF. AFTER EXTENSIVE 
COUNSELLING, PLEADING. OFFERS OF ASSISTANCE IN PERSON, BY 
LETTER, AND BY PHONE, WE CONTINUE TO BE MET WITH NON- 
COOPERATION, WE SANCTION THE RECALCITRANT CLIENTS. WHILE 
SANCTIONS ARE APPLIED TO ONLY A SMALL PROPORTION OF THE 
CASELOAD, THE EXISTENCE OF SANCTIONS IS IMPORTANT TO THE 
SUCCESS OF OUR APPROACH. 
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THREE KEY PROGRAM ELEMENTS 

THERE ARE THREE MAJOR PROGRAM ELEMENTS WHICH ARE INSTRUMENTAL TO 
THE SUCCESS OF OUR PROGRAM. 

EMPLOYMENT FOCUS: 

ALL GAIN STAFF RECEIVE A STRONG AND UNEQUIVOCAL MESSAGE THAT THE 
PURPOSE OF THE GAIN PROGRAM IS TO ASSIST CLIENTS IN BECOMING 
EMPLOYED. GAIN COUNSELLORS ARE EXPECTED TO EACH MAKE 12 JOB 
PLACEMENTS PER MONTH. 

OUR WORK WITH GAIN CLIENTS IS FOCUSED ON HELPING THEM LEARN TO 
UNDERSTAND THE BENEFITS OF WORKING. TO RECOGNIZE THEIR OWN VALUES 
AND ABILITIES, AND TO MARKET THEMSELVES. IN ADDITION, THEY ARE 
TAUGHT HOW TO LOCATE AND SECURE EMPLOYMENT INDEPENDENT OF OUR 
GAIN STAFF IN THE FUTURE. 

PARTICIPATION: 

GAIN CLIENTS ARE APPROACHED BY STAFF WITH THE OBJECTIVE OF 
SECURING THE CLIENT’S ENTHUSIASTIC PARTICIPATION. WE SELL THE 
CLIENTS ON THE BENEFITS OF PARTICIPATION AND THE SERIOUSNESS OF 
THEIR RESPONSIBILITY TO THEIR FAMILIES. 

WE DO CONSIDER THEIR PARTICIPATION TO BE MANDATORY AND, IF 
NECESSARY, WE DO ENFORCE PARTICIPATION. 

JOB DEVELOPMENT: 

WE HAVE SPECIALIZED JOB DEVELOPERS AGGRESSIVELY INVOLVED IN 
LOCATING JOB VACANCIES AND RECRUITING EMPLOYERS. THE JOS 
DEVELOPERS VIEW BOTH THE POTENTIAL EMPLOYERS AND THE GAIN 
PARTICIPANTS AS THEIR CUSTOMERS. WE DO EXTENSIVE SCREENING OF 
GAIN PARTICIPANTS PRIOR TO REFERRAL IN ORDER TO ENSURE THE 
EMPLOYERS WILL CONTINUE TO PERCEIVE GAIN PARTICIPANTS AS A 
VALUABLE RESOURCE. 

AS AN AUGMENTATION TO THE JOB DEVELOPERS, ALL STAFF, FROM THE 
CLERICAL LEVEL TO THE DEPARTMENT DIRECTOR, ACT AS VOLUNTEER JOB 
DEVELOPERS BY IDENTIFYING AVAILABLE JOBS IN THE COMMUNITY. IN 
ADDITION, AT ONE STAGE OF THE GAIN PROCESS, ALL PARTICIPANTS ARE 
WORKING TO IDENTIFY JOBS AVAILABLE IN THE COMMUNITY. IF THE JOBS 
THEY IDENTIFY ARE NOT SUITABLE FOR THEM, THEY MAKE THE 
INFORMATION AVAILABLE TO OTHER GAIN PARTICIPANTS. 

SELECTED LEADERSHIP STRATEGIES 

0 LEADING BY EXAMPLE 

FROM THE EARLIEST STAGES OF PLANNING FOR THE GAIN PROGRAM 
THROUGH TODAY, I VISIBLY DEMONSTRATED TO STAFF MY BELIEF IN 
THE VALUE OF EMPLOYMENT, IN THE GAIN PROGRAM AS A MEANS TO 
HELP AFDC CLIENTS BECOME EMPLOYED AND REDUCE THEIR 
DEPENDENCY ON WELFARE, AND IN THE CRUCIAL VALUE OF THE GAIN 
PROGRAM TO THE COMMUNITY. 
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SOME ACTIONS TAKEN TO ACCOMPLISH THIS OBJECTIVE INCLUDE 
ATTENDING STAFF TRAINING SESSIONS, MAKING REGULAR VISITS TO 
THE DISTRICT OFFICES, AND CHAIRING LARGE GROUP DISCUSSIONS 
ON THE GAIN PROGRAM WHERE WE DISCUSS THE VALUE OF THE 
PROGRAM TO THE PARTICIPANTS, TAXPAYERS, SOCIETY, AND FUTURE 
GENERATIONS. 

0 LEADING BY EXPECTATIONS 

WHILE THE GAIN PROGRAM HAS MANY COMPONENTS AND PROCESSES, WE 
RECOGNIZE THEM AS THE MEANS AND NOT THE END. IN ORDER TO 
KEEP STAFF FOCUSED ON THE END GOAL, JOB PLACEMENTS FOR GAIN 
PARTICIPANTS, I ESTABLISHED WRITTEN PERFORMANCE STANDARDS IN 
WHICH JOB PLACEMENTS ARE THE PRIMARY MEASURE OF SUCCESS. 
WHILE I SET THE GOAL HIGHER THAN ANY OF THE STAFF THOUGHT 
REASONABLE, 12 JOB PLACEMENTS PER MONTH, THE VAST MAJORITY 
OF GAIN COUNSELLORS REGULARLY EXCEED THE STANDARD. IN 
ADDITION TO INDIVIDUAL STANDARDS, THE GAIN PROGRAM AS A 
WHOLE IS REQUIRED TO MAKE 9,000 JOB PLACEMENTS PER YEAR. 

I ALSO ESTABLISHED AN EXPECTATION THAT STAFF HIRED IN GAIN 
WOULD HAVE SEVERAL IMPORTANT CHARACTERISTICS. THEY MUST BE 
TOP PERFORMERS FROM OTHER PROGRAMS; THEY SHOULD NOT HAVE HAD 
FAILURES IN THEIR OWN EMPLOYMENT HISTORY; THEY SHOULD BE 
WELL GROOMED; THEY SHOULD HAVE A POSITIVE AND ENTHUSIASTIC 
DISPOSITION. EXTENSIVE TRAINING IS PROVIDED FOR GAIN STAFF 
TO INCREASE THE LIKELIHOOD THEY CAN MEET THE PERFORMANCE 
EXPECTATIONS. 

0 LEADING BY GETTING OUT OF THE WAY 

WHILE GAIN STAFF HAVE BEEN GIVEN CERTAIN PARAMETERS WITHIN 
WHICH THEY MUST OPERATE, THEY HAVE BEEN ENCOURAGED TO 
EXPERIMENT TO DETERMINE WHAT WORKS BEST FOR THEM AND TO 
SHARE THE RESULTS WITH OTHERS. THEY HAVE BEEN TOLD THAT THE 
BOTTOM LINE EXPECTATION IS JOB PLACEMENTS AND HAVE BEEN HELD 
ACCOUNTABLE FOR PRODUCTIVITY AND ACKNOWLEDGED FOR THEIR 
SUCCESS. RECOGNITION AWARDS FOR HIGH PRODUCTIVITY ARE USED 
EXTENSIVELY. 


ATTACHMENTS; 

I. SUMMARY TABLES - SEPTEMBER 1994 MDRC REPORT 

II. JOB PLACEMENTS AND GRANT TERMINATIONS IN RIVERSIDE COUNTY 



TABLE 1 

QAIKTs THftEE-YEAn IMPACTS ON EARNINGS AND AFDC PAYMENTS FOR AFDC-FGs (SINGLE PARENTS) 
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ATTACHMENT I 



Ootar avsraQBS toe MCh ysar inclucto zero values tor sample members wtio were not employed or did not receive welfare during that year 
SwiMfcjal tIgnIBc a nce levels are Indicated as *** * i percent (the highest levN);** » 5 percent; * a io percent. 

(a) In the all'~county averages, the reeutts tor each county are weighted equally. 



YEAR MPACreON EARNINGS AND AFDC PAYMENTS FOR AFDC-U* (HEADS OF TWO'PARENT FAMIUES) 


Sll 
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ATTACHMENT II 


AN OVERVIEW OF RIVERSIDE COUNTY GAIN 
JOB PLACEMENTS AND GRANT TERMINATIONS 


*************************** t************************ *************** 


DURING THE PERIOD JULY 1993 THROUGH JUNE 1994 . RIVERSIDE COUNTY'S 
GAIN EXPENDITURES WERE $10,217,849. DURING THIS PERIOD, THERE WERE 


7.084 GAIN JOB PLACEMENTS AT A COST OF $1,442 PER PLACEMENT 

1.929 GAIN AFDC GRANT TERMINATIONS AT A COST OF $5.297 PER 
TERMINATION 


******************************************************************* 


AS A RESULT OF AN IN-DEPTH REVIEW OF ALL GAIN JOB PLACEMENTS IN TWO 
CONSECUTIVE MONTHS THOUGHT TO BE TYPICAL DURING THIS PERIOD, IT WAS 
FOUND THAT; 

AFDC TERMINATION OCCURRED WITHIN THREE MONTHS OF JOB 

PLACE HH tl FAR ZZi.QE. THC C AS ES 

AFDC TERMINATION OCCURRED WITHIN TWELVE MONTHS OF JOB 

PLACHIEHT JflB-Sat. QL IHLCASES 


******************************************************************* 


BY USING RIVERSIDE COUNTY'S GAIN IMPACT TRACKING SYSTEM, IT WAS 
FOUND THAT; 

TWELVE MONTHS AFTER AFDC TEimiNATIQN. 68\ OF THE TERMINATED 
CASES REMAINED OFF AID 


******************************************************************* 
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Chairman Shaw. Mr. Stangler. 

STATEMENT OF GARY J. STANGLER, DEEIECTOR, MISSOURI 

DEPARTMENT OF SOCIAL SERVICES, ON BEHALF OF THE 

AMERICAN PUBLIC WELFARE ASSOCIATION 

Mr. Stangler. Thank you for the opportunity to testify this 
afternoon on hehalf of the American Public Welfare Association. I 
am Gary Stangler, director of the Missouri Department of Social 
Services; and I am chair of APWA’s National Council of State 
Human Service Administrators and a member of our Task Force on 
Self-Sufficiency, of which Jerry Miller of Michigan is the chair. 

I would like to discuss some of the requirements in the Personal 
Responsibility Act that relate to the capacity of the States to ad- 
minister these programs. While we have not taken a formal posi- 
tion on the PRA, there are a number of concerns that I would like 
to raise. 

There is no doubt that welfare reform is something we all want 
to aggressively pursue, and the best evidence of that is what we 
in the States have been trying to do to pursue experiments and 
demonstration projects. More than half the States have demonstra- 
tion projects. Twenty-seven States have waivers pending right now, 
mine included. We have created a traffic jam at HHS in our efforts 
to secure waivers to try different things. 

Missouri is not New York. St. Louis is not the boot heel of Mis- 
souri, euid there are a number of things that we wish to try, given 
different settings. My urge would be to allow great flexibility for 
State-based reform and our efforts to change the welfare system. 

A couple of brief examples. There are many examples, but I 
would like to mention briefly what we are trying to do in Missouri. 

It has been alluded to several times and Crovemor Carnahan has 
recognized there is a clear and fundamental difference between job 
skills and work skills. Job skills are fairly straightforward and easy 
to transmit in a veuiety of settings. Those work skills that have 
been mentioned — showing up on time, getting along with your su- 
pervisor — ^the only way to learn those slulls is at work. 

But employers Eire not willing to shoulder this burden alone. It 
is one thing for us to say you have to get a job. It is quite another 
for an employer to say I want you. And oim programs have to be 
sensitive to the needs of the employers and in a sense user friendly 
in our ability to put people in jobs. 

I would also like to mention one thing that gets lost in the dis- 
cussion frequently, the notion of male joblessness. We have a Par- 
ent Fair Share ftogram in Missouri, steui^d with MDRC, to offer 
the same set of trEuning and educational opportunities to the fa- 
thers of children who are on welfEU-e that we offer to the mothers. 
I believe that until we move from welfare being a women’s training 
program to include the fathers we sire not truly going to reform 
welfare. 

Last year APWA released its report, and work and the expecta- 
tion of work was the centerpiece. We urge you to consider four 
things in terms of our capacity in Missouri and my fellow States 
to implement these reforms: 

First, flexibility. We have to have different ways to cope in order 
to keep expenses down Euid to keep measures in place that work. 
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Second, the technology that allows us to track different people 
through different systems is very important. 

Third, collaboration is very important. It is a very nice sounding 
word that we use frequently. I often talk about the dictionary defi- 
nition of collaboration, which is the treasonous cooperation with 
the enemy. If you consider collaboration in that context, you under- 
stand better how it is to work at the Federal, State and local levels. 

A quick example of some of the administrative complexities and 
the reason flexibility is so important is because of these unintended 
consequences of good things we try to do. In the mandated partici- 
pation rates, it is unclear who must participate, who is counted and 
when. 

I am a veteran, and I remember the debates ftom the Jobs Act 
of the 20-hour work rule and the endless arguments and discus- 
sions with the Federal Government over who is counted, how, how 
do you track somebody. 

Say that I have to sanction somebody who has not put in 35 
hours work. Say they missed it by 1 hour. I am going to have to 
backtrack and, under this act, identify the child and prorate that 
child’s school lunches in order to circumscribe with the sanction. 

So I have these various systems and these unintended con- 
sequences. What we want to do is sanction the parent, not put un- 
necessary burdens on other systems, on the education systems and 
on the employers as well. 

As we proceed in this debate, Mr. Chairman, what I would want 
to leave you with is the flexibility of the States to cope with these 
unintended consequences and the public-private partnerships that 
are necessary. 

We want private sector jobs. In Missomi, we are using wage 
supplementation, but we have foimd that the employers are more 
interested in job coaching eind the mentoring, the case-management 
activities that Professor Mead mentioned, than they really are in 
the tax break or the wage supplement that allows them to raise the 
wage. This is instructive to us because if we are going to get people 
into private sector jobs we have to use the wage supplement and 
our job coaches, not just to create the jobs that somewhere on the 
margins are there but are not often there where we need them 
when we need them. 

And, second, that we are allowed to work in some flexibility with 
the employers who are going to hire these people. If they are not 
happy with the people that we send them from the welfare system, 
they are not going to last, and we will see them back in the system. 
So we have to be user friendly with the employers, and we have 
to estabhsh partnerships with some flexibiUty at the State level. 

Theuik you. 

[The prepared statement follows:] 
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TESTIMONY OF HON. GARY J. ST ANGLER 
AMERICAN PUBLIC WELFARE ASSOCIATION 

Mr. Chairman and members of the subcommittee, thank you for the 
opportunity to testify today on behalf of the American Public Wel&re 
Association. My name is Gary Slangier, Director of the Missouri Department 
of Social Services and chair of the American Public Welfare Association's 
(APWA) National Council of State Human Service Administrators and a 
member of the APWA Task Force on Self-Sufficiency. APWA is a 64-year 
old nonprofit, bi-partisan organization representing all of the state human 
service departments as well as local public welfare agencies, and individual 
members. 

In my testimony, I will address the issue of welfare reform and work. I'd like 
to note that APWA has not adopted a formal position on the Personal 
Responsibility Act (PRA) in its entirety. However, we are prepared to share 
our views on the provisions contained in Title 11 of the PRA, "Requiring 
Work," the subject of your hearing today. Our welfare reform task force, 
chaired by Jerry Miller Director of the Michigan Department of Social 
Services, is in the process of developing policy positions on the PRA and the 
proposals to create block grants for cash welfare, food and child care. 

Mr. Chairman, there is unquestionable national consensus that the existing 
welfare system is broken. Not waiting for federal efforts to reform welfare, 
the states have, out of necessity, begun implementation of their own wel&re 
reform projects. And state welfare reform efforts have focused principally on 
the goal of moving AFDC clients off of welfare and into work. 


State Flexibility 

More than one-half of the states are now operating welfare reform 
demonstration projects. While states have implemented demonstration and 
research projects under the AFDC and food stamp programs for several 
years, nothing compares to the number of state-based reforms in operation 
today. Twenty-three states have received approval to implement a welfere 
reform demonstration project in the last two years. The commitment to 
welfare reform at the state and local level is growing as approximately 27 
waiver applications are now pending. 

State human service administrators support increased state responsibility and 
oppose any change that would limit state flexibility to reform the current 
welfare system. In fact, Mr Chairman, we call for state-based reform and 
we recommend that states be given maximum flexibility. 

Through early evaluation of state welfare reform projects, state administrators 
already have ideas of what reforms work. Many state welfare demonstration 
projects currently operating are positive and are making a difference. Here 
are a few examples. 
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In my state of Missouri for example, we have several model programs that 
provide services and training to welfare recipients to help them find jobs and 
move toward self-sufficiency. Our JOBS program called FUTURES, for 
example provides welfare recipients with the education, training, case 
management and support services necessary to help them find jobs and 
become self-sufficient. FUTURES is overseen by an advisory committee 
that is a public-private partnership that designed the program with local input. 
In its first three years, the program has placed 240 participants in employment 
with an hourly wage of $6 55, and 100 others received their GED. 

Governor Mel Carnahan recognizes the difference between job skills and 
work skills and Missouri's efforts acknowledge those differences. Job skills 
are relatively straightforward and can be taught in a variety of ways and 
settings. Work skills are such things as showing up at work, showing up for 
your job on time, and getting along with coworkers and supervisors. Work 
skills are acquired by working. However, employers are unwilling to 
shoulder the burden of helping welfare recipients gain work skills alone. We 
know that addressing the concerns of employers, and the issue of creating 
enough jobs to absorb the welfare rolls will take a variety of measures with 
which Missouri is already experimenting, such as wage supplementation, job 
coaching, mentoring, and most importantly, public-private partnerships. 

Under the To Stren^hen Michigan Families statewide initiative, changes in 
the earned income deduction allow AFDC clients to keep the first $200 they 
earn plus 20 percent of the balance without reducing their AFDC grants. 
Since October 1992, Michigan has seen an increase of nearly 55 percent in 
AFDC recipients with jobs and more than 50,000 Michigan AFDC cases have 
been closed as a result of income fi-om employment. And in addition to 
achieving total cost neutrality, Michigan has saved more than $100 million 
during the first two years of the program's implementation. 

Another successful program is Ohio's Learning, Earning, and Parenting 
(LEAP) program, which has received national attention for its’ targeting of the 
teenage population receiving welfare. LEAP provides a wage incentive to 
teen parents who attend school regularly, and induces a penalty for those who 
do not. The Manpower Demonstration Research Corporation (MDRC) 
evaluation of this program, found positive results for teens who entered the 
program while enrolled in school. For this population, LEAP substantially 
increased high school and GED completion. And there are many more 
examples of state welfare reforms that are working. 

Many states are promoting work in ways that increase family earnings and 
family security. For example, 23 states have received approval or have 
waivers pending to modify the earned income deduction; 27 states have or 
plan to increase asset or resource limits; and 20 states are eliminating or plan 
to eliminate the 1 00 hour rule. 
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Task Force on Self-Sufficienc}’ Recommendations 

Last year, APWA released its bi-partisan welfare reform proposal, Work. 
Responsibility. Pride the Values of Welfare Reform , that places work as a 
centerpiece of welfare reform. Our current proposal is based on the premise 
that welfare should reflect mutual responsibilities on the part of the parent and 
the welfare agency. When applying for AFDC the parent must sign an 
"Agreement of Mutual Responsibility," agreeing to enter job training, job 
search or work. If the parent refuses to sign the agreement, the parent would 
not be eligible for financial assistance. 

We proposed a work program, building on the current Job Opportimities and 
Basic Skills (JOBS) Training program in which, within 90 days of eligibility 
determination, all AFDC recipients will be required to participate in 
mandatory job search in combination with; 

• Up to a limit of two years in a JOBS career-focused education and training 
phase; and/or 

. A JOBS mandatory work phase in which AFDC parents would be 
required to work in an unsubsidized private or public sector job, with 
CWEP available as a last resort for those who complete JOBS and are 
unable to locate unsubsidized work. Individuals working at least 20 hours 
per week are considered meeting the mandatory work requirement under 
our proposal. 

. If, however, an AFDC client was not considered capable of entering into 
the JOBS program at the time of application, for example an individual 
who was illiterate or had a chronic substance abuse problem, that 
individual would be required to participate in an intensive JOBS 
preparation phase before entering up to two-years of education and 
training. 

In short, there would be no exemptions from participation in JOBS under our 
proposal. If AFDC parents fail to comply with the plan as required, we 
propose a penalty reducing the family's combined AFDC and food stamp 
benefit by 25 percent. We believe such a penalty is realistic and necessary 
for any parent who fails to take his or her responsibility seriously. 

Our proposal emphasizes the need for employment that results in family self- 
sufficiency as the successful endpoint. We underscore the preference for jobs 
in the private sector-the primary source of our nation's economic growth and 
development. 

We recognize the lack of private sector jobs available today for many 
Americans who are poor. We therefore call for creation of a new, adequately 
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funded job creation strategy to support employment of low income 
individuals in the private sector. 

The Personal Responsibility Act 

Mr. Chairman, as Congress considers welfare reform, we urge you to 
consider the administrative capacity of the states to implement these major 
reforms. In this area, we believe there are four key elements that warrant 
special attention by decision-makers. First, in shaping national policies, state 
flexibility in the design and implementation of welfare reform programs is 
necessary in order to make optimum use of agency resources. Second, we 
know that information technology is fundamental for state and local 
operations to effectively deliver services to clients, and that federal resources 
must be brought to bear in order that states may keep up with advances in 
management information technology. Next, cross-system collaboration must 
become a reality through interagency agreements and efforts at the federal, 
state and local levels. Finally, technical assistance and training are needed to 
design, and implement, a reformed welfare system, and we believe that the 
necessary federal resources should be provided. 


Moving Individuals from Welfare to Work Under the PRA 

Title 11 of Personal Responsibility Act states a goal of moving adults quickly 
off welfare and into work. We strongly support this very important goal and 
emphasize that the importance of self-sufficiency remain at the center of this 
debate. However, we are concerned that the Personal Responsibility Act 
does not allow for the increased state responsibility and flexibility we see as 
necessary to the goal of moving people from welfare to self-sufficiency. 

The Personal Responsibility Act allows states to operate a work program that 
is a work supplementation program, a community work experience program, 
or any other program that is approved by the Secretary of Health and Human 
Services. Individuals required to participate in the work plan must work an 
average of at least 35 hours per week or 30 hours plus five hours in job 
search. AFDC Unemployed Parent populations must work an average of 32 
hours a week plus eight hours in job search for a combined cash AFDC and 
consolidated food assistance benefit. Participants who do not comply with 
work program requirements will have their cash and food assistance benefit 
reduced on a prorated basis. While we understand the intent of this 
provision, we believe that states must have the flexibility to fully develop and 
implement their work programs without federal proscription — including 
participant sanctions. 

Mr. Chairman, while we support flexibility to design our own work programs, 
there are significant proscriptions included in this section of Title II that could 
potentially create major administrative burdens for states, such participant 



compliance requirements mandated participation rates, and work slot 
requirements. 


Mandated Participation Rate 

It is unclear how the PRA seeks to define participation in a work 
program. We believe a state's capacity to administer their work program and 
meet the bill's participation requirement will be directly affected by what 
expectations are tied to this term. It is unclear who must participate in, and 
who may or may not be exempt from participating in the work program. 

Again, we recommend providing the states with the flexibility to establish and 
meet their own aggressive participation requirements. 

Administrative Capacity 

Mr. Chairman, states look forward to an opportunity to move an increasing 
number of aid recipients fi'om welfare rolls to work. And each state wants to 
achieve maximum results. For this reason, we are deeply concerned that the 
Personal Responsibility Act does not appear to take into account the issue of 
administrative capacity to implement the proposed work program. 

The enactment of the placement and administrative strictures Fve mentioned, 
whether as part of the Personal Responsibihty Act, or any other proposal - 
including block grants - will serve to tie the hands of the States as they 
move to enhance their welfare to work efforts. It is critical that States be firee 
to set and meet challenging participation rates for their work programs. It is 
also critical that states have the administrative capacity to meet their goal. 

For example: 

• If a State must sanction a parent for noncompUance with its work 
program, — say for participating for an hour or two less that the required 
work rate — it would be faced with tracking down the parent's child in 
school to prorate how much of his school lunch should be eliminated. It 
appears that states will have to make daily and weekly calculations based 
upon this type of situation. 

• If a recipient is working in a 25 hour a week slot, it appears that the state 
will have to create a 1 0 hour slot in order to make the 35 hour 
requirement. This situation proves administratively burdensome because of 
the State's responsibility to meet the requirements of the Personal 
Responsibility Act, the needs of the employer, and the needs of the client, 
which include transportation and childcare. 

The cost of creating work slots is a real consideration. We cannot emphasize 
enough the cost of moving people into work, and the need to ensure adequate 
support to states to achieve this worthy goal. Under the Personal 
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Responsibility Act, we foresee barriers to adequate funding that may hinder 
states from meeting the bill's required participation rates. 

• While there is authorized increased funding to States for the work program 
until FY 2000, there is no increased funding authorized beyond when 
states' participation rates are expected to increase to 50 percent by the 
year 2003. 

• The Congressional Budget Office estimated in 1993 that for a similar 
measure, H.R. 3500, the cost per slot of a 35 hour work week would be 
$6300 by 1999. 

We also wish to express our concern over the October 1, 1995 effective date 
of the Personal Responsibility Act. States will face serious issues in 
implementing their work program requirements and trying to reach the bill's 
participation rates. 

Finally Mr. Chairman, we are eager to continue our work in moving 
individuals and families into woik and toward self-sufficiency. We 
appreciate this opportunity to share our views with you today, and stand 
ready to work with you and the members of this subcommittee in the &ture. 

Thank you again, Mr. Chairman for the opportunity to testify today. I would 
be happy to answer any questions you may have. 
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Chairman Shaw. Ms. Rogers. 

STATEMENT OF J. JEAN ROGERS, ADMINISTRATOR, DIVISION 

OF ECONOMIC SUPPORT, DEPARTMENT OF HEALTH AND 

SOCIAL SERVICES, MADISON, WISCONSIN 

Ms. Rogers. Thank you, Mr. Chairman. Good morning. 

On behalf of my Governor Thompson, I want to thank you for the 
opportunity to address this Committee regarding our JOBS Pro- 
gram and welfare reform in general in Wisconsin. 

We started our work focus by implementing the Work Experience 
and Job Training experience in 1987. That was the year Governor 
Thompson first took office. The Family Support Act followed 2 
years later, and part of that was patterned after Wisconsin’s expe- 
riences. 

We run a comprehensive JOBS Program in Wisconsin. It runs in 
all 72 of our coimties and 11 tribal reservations. We spend over $50 
million a year on the JOBS Progrzun, and for us that means we 
capture 100 percent of our Federal funding allocation. 

In 1993, 69,076 individuals were enrolled in our JOBS Program. 
That is a monthly average of about 39,000. Twenty-one percent of 
these enrollees entered employment, most of them full time, but re- 
tention is just as important to us as job placement. In fact, 73 per- 
cent of our full-time placements were still on the job 6 months 
later. The average wage for starting for full-time JOBS participants 
is almost $6 an hour, $5.99 to be exact. 

Our guiding philosophy is centered on independence. When a 
person makes their initial entry into one of our offices, the very 
first activity should be reviewing their personal options and a dis- 
cussion of how they might be better off not applying for welfare at 
all. 

We have begun a very successfiil initiative called Work First 
which operates under this very philosophy. Once a determination 
has been made that a person needs to receive assistance, that indi- 
vidual should be placed immediately in challenging employment ac- 
tivities, we believe, and this activity needs to simulate the real 
world of work as closely as possible. Employers say that a positive 
attitude and good work habits are the most important characteris- 
tic they seek in new workers. 

On a similar note, I feel that we should provide compensation to 
our participants in direct proportion to the number of hours they 
work. This pay-for-performance concept makes a welfare check look 
a lot more like a paycheck. We intend to submit a Federal waiver 
application to allow for this very provision in Wisconsin in the near 
future. 

Another characteristic of effective programs is that they do not 
hold participants out of early entry into the labor market in order 
to complete educational activities. In fact, we are more than twice 
as successful at placing individuals in employment after participa- 
tion in subsidized employment with a private company than we are 
in placing individuals who have participated in any educational 
component. 

In terms of administration, I think the biggest challenge we face 
is the failure of large cities’ JOBS Programs to respond properly to 
uncooperative chents. In Milwaukee, more than half of all JOBS 
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mandatories fail to show up for the initial job appointment. We 
need to send the message that this is unacceptable and level more 
severe penalties than simply a reduction in an AFDC check made 
up in large part by an increase in food stamps. 

Our strategy that we have used to inspire greater productivity 
from the six JOBS operators in Milwaukee is through competition 
model. Until last year, each of our agencies in Milwaukee was paid 
on the basis of process and not on whether or not they met any 
particular performance criteria. This is a very common method of 
payment. 

This year, we awarded points for employment and divided the 
agencies into two teams. The result; full-time employment in- 
creased by 38 percent and part-time emplo 5 Tnent increased by 29 
percent in the first 6 months of operation. 

Finally, we need to transform the culture of the welfare office by 
mobiUzing the bureaucracy to help individuals in need find alter- 
natives to welfare, and that must begin the first day they call. That 
was affirmed by a long-time economic support worker who said, 
“Gosh, I love this. I even feel better about myself now that I am 
not just handing out checks anymore.” She was referring to her 
new role as a financial planner. 

Rather than simply determining eligibility, we are now asking 
our staff to say: “How can we help you from needing welfare?” rath- 
er than: “Here is your check.” “We should have been doing this all 
along,” she said to me. “I didn’t think we were supposed to.” 

In Wisconsin, we now know we are supposed to. 

Thank you for the chance to share the Wisconsin perspective 
today. 

[The prepared statement follows:] 
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TESTIMONY OF J. JEAN ROGERS 

STATE OF WISCONSIN DEPARTMENT OF HEALTH AND SOCIAL SERVICES 

Good moming. My nunc is Jean Rogers and I am the Adminittraior of the Division of 
Economic SqipoR at die Wisconsin Depaitment of Health and Social Services. On behalf of 
Govonor Uionunon, I would like to thank you fa the opportunity to address this committee 
regarding the JOBS pr o gram in Wisconsin. It is truly an honor to be here. 

My Division is responsible for aHminimriiig the welfm programs in Wisconsin, including 
the JOBS program. Employmeru and training programs form the foundation of our welfare 
reform eCbm. Our successes have led to a 25 percent decrease in our caseloads since 1987, 
while the national average has been a 35 percoit increase over the same time period. 

We started our work focus by impkmenting the Work Experience and Job Training (WEJT) 
program in 1987, the year Tommy Thompson first took cdTice. The Family Support Act 
followed two years later, patterned after Wiscousin's programs. Wisconsin runs a 
camprehensive JOBS program in aU 72 Wisconsin counties and on our 11 tribal reservations. 
The state spends S22 million a year on JOBS, just under half of the total program 
expendinite of S50 million - capturing all of our federal allocation. 

In 1993, 69,076 individuals were enrolled in JOBS, a monthly average of 39,321. Over 
14,000 of these enroUees, or 21 percent of the total, had an enieied eiuoUmeni that year - 
63 percent of the en^loyraenis being full-time. Of these foil-time employments. 73 penxm 
were either working and off assistance or wotkir^ and receiving redu^ benefits six months 
after entering eaqrloymeiit. The average wage for our foil-time JOBS participants is almost 
$6 an hour. 

One of the most debilitating aqiects of welfare dependency is the inactivity associated with 
being a recipient. When cash assistance (grates as an alternative to work, it dampens the 
urgency with which recipients view the world of work. 

So An first missian of any effective JOBS program is to ei^age the participant 
in challen ging activities. Batticipaius need to understand that finding employmem is an 
inreetai. new itive and nermanent aspea of the welferc experience. 

JOBS programs should immediately enroll all eligible recipienis in active components of the 
program. As an exanqile, Sheboygan County makes suit that individuals aie enrolled in 
JOBS within a few days after becoming eligible. They then move directly into supervised 
job seeking where folly 40 percem of them find employment before receiving tbe first check 

[Souroc: work first pilot data]. 

Participating in JOBS paiallel the condioons of work as closely as possible. 

Employers say that a positive attitude and good woik habits ate the most important 
characteristic they seek in new worken. Ttiis means that regular participant attendance 
should be taken very seriously by both the individual and tbe agency. Systems need to be in 
place so that non-anendance brings an immediate response from the agency. In addition, the 
thne of participation should parallel at closely as possible that of full-time employment, or 



324 


40 boun per week, lefened to as a “simulated work wedc. * This concennatei employmeDt 
picpaiation activities while gettiiig the paiticipani used to the ifaythm of a full work week. 

One of the mistakes of the Family Suppoit Act, in my view, is that Congress failed to 
provide for welftre checks to be issued in direct propoition to the hours of JOBS activity 
successfully completed, lefened to as “pay for petfoimance.' We intend to submit a waiver 
to allow for this provision in Wisconsin. It will make a welfare cherk look more like a 
paycheck - - Just as in the workplace if you don’t work, you don't get paid. The same 
should be true for JOBS activities. 

This brings me to an ongoing challenge in managing the JOBS program. The truth is that, in 
Milwaukee, and based on conversations with colleagues this is ctue in every large city, more 
than half of welfare recipienrs who are called in to enroll in JOBS fail to show up for their 
initial appointments. 

JOBS agencies respond to this inability to get people into the piogtam, or to attend scheduled 
activities in two ways. First, they can sanction them. But while the current sanction penalty 
in Wisconsin reduces the benefit for a family of three from $S17 to $440 per month, food 
stamps are actually increanyt as a result of the sanction in AFDC — making up about a third 
of the initial reduction. Therefore, sanaions are small and frequently ignored by recipients. 

The second way to handle the difficulty of getting unwilling individuals to participate is, 
quite frankly, to ignore them in favor of those more willing. Large uifMn programs seem to 
te either less willing or have more difTiculiy than do smaller programs in keeping track of 
paitictpanis and assuring thiU they are fully engaged in the program. The result is that most 
large uiban JOBS programs devalue into voluntary programs. This is not the best way to 
achieve employment results or let people know we are serious about the rules of 
participation. The word gets out quickly that “no show' is tolerated, and consequences are 
light or nonexiscenc as the problem feeds itself. 

We are taking steps to assure that we run a JOBS program in Milwaukee that’s just as 
aggressive as we have in the rest of the state. In order to do so we introduced competitive 
perfonnance standards to Milwaukee last year. 

Here’s a little history. 

Until last year, we funded the six major providers of employment and training services 
independently. These six providers included four community based organizations, the 
county, and Job Service. In the past, each agency was paid whether or not they achieved the 
employment results we expected. 

Beginning last year, the six providen were grouped into two teams and required to compete 
wim one another for the following year's funds. JOBS participants were assigned randomly 
to each team by social security number. Then, each team was awarded two or four poinu. 
for respectively, pan or ftill-time jobs obtained by any of its membeis. 
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Not only did this tesult in an explosioo of new activity directed at employment, but the 
grouping of piDviden into teams allowed for greater specialization and cooperation witbin 
each team. The lesults q>eak for tbenuelves. Compaied to the year prior, die total number 
of full or part-tinie entered employments jumped by 29 percem, and Aill-time entered 
enploymetits incieased by an aatotushing 38 percent. Ihe lesson is that perfoimance 
standards tied to finiding will focus the attention of JOBS agencies like nothing else - - on 
employment where it belongs. 

Another characteristic of effective programs is that they do not hold participants out of early 
entry into the labor tnailcet so as to conplete extended education or other activities. The 
rescsuch evidence, as weU as our own etqietience, conchisiveiy show that it is more effective 
to engage a participant in the labor maricet as soon as possible. To those who argue that 
employment stability is by more extended training for higher etuered wages, I say 

this: that by and large employers hire $10 per hmir employees from the ranks of successful 
$6 per hour employees, not those who have completed a government training program with 
no actual work experience. 

Our own data in»tiMtet the value of work component and shon-tenn training over extended 
activity. FoT iiistance, it was more than twice as likely that individuals who 
obtained employment through the JOBS program in 1993 had prior participation in job 
search, CWEP, or short-term skills training than had participued in post-secondary education 
of three sr four years. 

One of die special strengths of Wisconsin’s success in reducing dependency on APDC is that 
we never stop looking for ways to improve our approach. 

Recently, we have begun using the JOBS program to initiate deep cultural changes within the 
welfare buieauctacy. Why not try to mobilize the welfare system itself to help people avoid 
dependency altogether before they receive their frrst check? 

Our Work First initiative engages former welfare eligibility workers in helping potential 
^tplicants review their personal options and discover why they arc beuer off ofit applying fur 
welfare. These woikms, newly identified as *rmancial planners." enter into one hour 
problem living discussions to help the potential applicants see ibe future through alternatives 
such as employmem, altEinaiivc st^jpon from frmily, friends or charity, and if 

necessary, temporary bridge loans. Of those who decide to apply for AFDC after talking to 
die financial planner, intensive job search is required for the 30 day period while the 
applicatim is pending, with the hope that welfare will become unnecessary before the first 
chttk is received. 

Work First has allowed the welfare staff to view themselves as agents of self-help, not 
dependency. The early results from seven pilot counties have exceeded our expectations: of 
all of those who inquire about AIDC j«ivtance in Work First sites, fully 8S percent decide 
not to ^iply after talking with the fmancia] planner. And of those that do apply, another half 
drop their qiplication btfote receiving their first check, with newly found employment being 
the most frequent reason. 
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Tbe succcM of diu initiacive was demonstrated in an ABC Nightly News featuic that aired on 
Januaiy 13th. incltuled in that piece was an interview with a woman who came to the Grant 
County Depaitment of Human Services to ^ty for assistance. 

This applicant commented after meeting with staff dtat she has never been treated with such 
dignity at a weliiue ofSce. Wisconsin was the third state in which she has sought economic 
support. While she came interested in applying for assistance, she told the staff she wa.s 
more intemsted in woffc than a band out. 

The result? She left that day with three scheduled job interviews and a lot of hope. 

In Older to maximize the impact of JOBS, universal participation should be the norm. We 
see over and over that to the greater the extent the program reaches out to touch everyone 
who is eligible, the greater the net results. Remember, many involved in JOBS will find 
employment on their own. But it is precisely those who ate not sufficienily motivated to 
votunmer for JOBS, or to stick with regtilar JOBS activity, that are least likely to find a job 
on their own. These are the ones who benefit most by aggressive JOBS outreach and 
foUow-up. 

In Wisconsin, all individuals eligible for JOBS must enroll, and we ate pushing our local 
program operators, through performance standards, to engage more and more of these folks 
in active components. 

So, the lessons from the Wisconsin JOBS program regarding how to best serve people who 
come to us for help can be summed up in 6 objectives: 

• Make self-sufficiency through employment the immediate and ongoing goal of those 
receiving tenqxirary welfare assistance; 

• Strive for universal patticipaaan in challenging activities; 

• Have measuiemem systems set up to track individijal progress and assure 
patticipatioii; 

• Get programs focused on early employment using job search, work experience and 
shott-tenn occupational skills training, while de-emphasizing remedial and post- 
secoivlaty educatioii; 


• Make funding of JOBS program operators dependent on perfonnance, and encourage 
healthy competition among JOBS providers and among local programs; and 

Last, and perhaps most imponant of all... 

• Transfonn the cultuie of the weltee office by mobilizing the workers to help the 
folks who come to them find allemauves to welftue. 
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counties in Wisconsin adopt diese objectives in tbeir JOBS progiams, but I would like 
to cl^ my lenurfcS by celling you about one. Sheboygan is a medium-size county in east 
centcal Wisconsin, and it bolds the second highest level of persons active or working in the 
state at 79 percent. 

Eigbty-five (85) percent of those who found fliU-time employment were eitber employed or 
still off AFDC after six months, again the second highest level in the slate. 

This past December, while a visitor cane to study the secrets of Sheboygan’s success, staff 
pulled the tickler file of one of tbeir newer provider agency staff. Of the 152 persons she 
had worked with; 

y 115 had closed AFDC cases, 

/ 24 had full-time jobs but were still on AFDC, 

/ 8 bad patt-tnne employment, 

/ 2 were in job search, 

/ 2 were in reosedial educanon, and 
/ 1 was in post-secondary education and work snidy. 

Of these 152 cases in a new staflbr’s caseload, 96 percent were self-suffi cient nr working 

Sheboygan staff believe that their success is buik on the premise that PEOPLE ARE 
BETTER OFF WORKING. How do they get them in the woii^lace and help them achieve 
om they are in a job? By creating a sense of urgency and ownership. They tell their 
rii»ntc thsf they are able and the rime to do it is now 

Ofring people off welfare and into jobs is tte best social service that we can provide our 
clients. The participants of our welfiue system deserve the chance to prove their self worth 
and «>wir children need working role models to bring hope and opponunity to their own 
conditioa 

Thank you for the ctmiM to share the Wiscooain perspective with you today. I will be 
pleased to answer any questiona you might have. 
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Chairman Shaw. Thank you. 

Mr. Hobhs. 

STATEMENT OF CHARLES D. HOBBS, SENIOR FELLOW, 

AMERICAN INSTITUTE FOR FULL EMPLOYMENT, 

WASHINGTON, DC 

Mr. Hobbs. Thank you for the invitation to testify, and I am 
pleased to be in such good company with these people who are at 
the frontline of welfare reform around the coiuitry. 

I represent the American Institute for Full Employment, a new 
nonprofit institute founded to assist the States in doing welfare-to- 
work programs, specifically programs that involve subsidized em- 
ployment as a transitional bridge from welfare to work. I would 
like to extend my comments that you have in writing on a few 
major points. 

First, as hard as it may seem for you to do, I think it is nec- 
essary for you to consider people who need public assistance as in- 
dividuals rather than groups. We have spent 30 years putting peo- 
ple in boxes and trying to design programs to fit the boxes. We 
need to provide an opportunity on an individual basis for people to 
make the best of their lives, and the public assistance system 
should be an aid to that. 

Second, I believe we should be talking about welfare replacement 
rather than welfare reform. We have had enough welfare reforms 
in the last 30 years that have turned out to be expansions and de- 
pendency kinds of expansions that have left us worse off than we 
were before. 

The full employment program is a mandatory work program that 
provides full-time jobs. It provides full-time jobs. It provides jobs 
before people get additional training or additional education, and 
it covers AFDC, food stamps and unemployment beneficiaries. It is 
an OJT program. 

The jobs are training programs provided by private and public 
sector employers and aire meant to transition people from nonwork 
into regular employment, unsubsidized employment. It is a sub- 
sidized wage program. The employer receives the full wage costs of 
a minimum wage job — that is, the minimum wage itseff plus the 
FICA contribution to the employer auid the worker’s compensation 
and unemployment insurance pa 3 ments aind taxes. It is a public- 
private partnership program. 

The bulk of the work job development is in the private sector. 
And the private sector has organized in Oregon the effort to find 
jobs to go in this program, and it is potentially a job creation pro- 
gram in that the employers who are offering these subsidized jobs 
are asked to offer jobs that they feel that if a person works out in 
that job will end up to be an additional job in their enterprise, 
whether private or public sector, and therefore provide more work 
for more people over a period of time. 

There are four points that I would like to make about what I 
think needs to go in the welfare reform program done by the Fed- 
eral Government. First, I think the Federal Government needs to 
get out of the way, particularly with regard to program design and 
operation. 
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Oregon is now testing the full emplojonent program, and it took 
1 year from the time it came forward to get the waivers from the 
Federal Government to undertake this program, and it took some 
significant nudges from the Oregon congressional delegation on top 
of that. 

The best vehicle for carrying out a welfare replacement program, 
in my opinion, is the block grant vehicle. Lacking that, certainly a 
great extension and expansion of the waiver authority of the States 
to get waivers and the Federal authority to grant waivers should 
be put into effect. 

Second, there has to be heavy emphasis on the private sector be- 
cause that is where the jobs are. Congressman Rangel asked about 
jobs availability. Let me just give you the Oregon example. 

Two months into the program Oregon started November 1 with 
six counties — two large, two medium, two small counties — the pri- 
vate sector itself has been able to identify and get committed to 
this program 1,624 jobs and 683 employers from a standing start 
on November 1. Unfortunately, the Oregon Adult Family Services 
Division has only been able to place 53 people in those jobs so far, 
so they are running to catch up. The jobs are available out there 
and in the private sector. ^ 

As another example, I have talked with private staffing compa- 
nies arovmd the country, national in scope, who tell me that in al- 
most every area of the country they are looking at being able to 
only fill only 6 out of every 10 jobs employers give them to fill. 
They can use 4 more workers for every 10 jobs right now. 

Third, participants must do better in any welfare reform system. 
The chart included in my written testimony shows how that can 
work. 

There is nothing wrong with a full-time minimiun wage job in 
this society, and it will get people not only out of welfare but also 
out of poverty. 

Right now, in Oregon a combination of AFDC and food stamps 
provides $750 in benefits. A full employment program or Jobs Plus 
jobs will raise that to $962 a month. This is for a mother and two 
kids. If that person then goes into a regular unsubsidized minimum 
wage job they then get EITC and the food stamps increased to the 
point where they are at $1,069. If they get up to the average place- 
ment figure for jobs in Oregon at $6 an hour, when you count in 
the food stamps and the EITC they are at $1,177, which puts them 
above the poverty level in that State. 

This is a stepping-stone transition out of welfare which it seems 
to me is essential to any welfare replacement. We cannot expect 
people to go to work and continue on that career if we are going 
to have fallbacks to doing worse than they did before or worse than 
they did on welfare. 

Finally, I think it is imperative that you act now in a bipartisan 
effort. The full employment program is now being tested in Oregon 
and waivers granted to Mississippi, two States that I think are 
about as far apart in the political spectrum as you can get. This 
is a program that does appeal to bipartisan support, and it is a pro- 
gram which I feel has a good chance of being a major solution to 
the problem of welfare. 

[The prepared statement and attachments follow:] 
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TESTIMONY* OF 
CHARLES D. HOBBS 

AMERICAN INSTITUTE FOR FULL EMPLOYMENT 
TO 

SUBCOMMITTEE ON HUMAN RESOURCES, 
COMMITTEE ON WAYS AND MEANS, 

U.S. HOUSE OF REPRESENTATIVES 


January 23, 1995 


Principles of Welfare Replacement 

As the president has rightly stated, it's time to end welfare as we 
know it. It's also time to end welfare reform as we have come to 
know it: the constant expansion and proliferation of wasteful and 
ineffective federal programs that have drained our economy, weakened 
our social structure, and left too many of our citizens dependent and 
unproductive. 

—It is time, not merely to reform welfare, but to replace it. What is 
needed is not another welfare expansion masquerading as reform, but a 
replacement process through which welfare dependency can be 
reduced and kept to an irreducible minimum. What is needed is a 
comprehensive and systematic effort to bring the wards of the welfare 
state into the mainstream of American life, where work for pay and 
stable families are the legitimate sources of self-esteem. 

To accomplish this new mission, the welfare replacement process must 
meet four critical tests; 

• Does it reduce dependency on welfare by increasing the 
ability of those who seek public assistance to support 
themselves? 

• Does it promote the development of strong and self-reliant 
families and communities through increased personal 
responsibility and economic capacity? 

• Does it reduce bureaucracy and curb the perverse incentives 
and unresponsive organizations which characterize the 
current welfare system? 


Parts of this testimony were abstracted from "Let's Get Back to 
Work", by Charles D. Hobbs, in Commonsense, Vol. 1, No. 3, 
Summer, 1994, pp. 48-57. 



331 


• Does it reduce costs by reducing the need for welfare, and 
by cutting the waste of a welfare system designed, not to 
reduce poverty, but to support a $300 billion a year welfare 
industry? 

The process that meets these tests must replace welfare with 
work for those who seek public assistance for themselves and 
their children. The assumption should be made that all families 
are capable of some degree of self-support through work, and 
that both custodial and non-custodial parents have a responsibility 
to work to support their children. The welfare replacement 
process should: 

• require and assist those who can hold down regular jobs to 
find and take them, 

• require and assign those who cannot find regular jobs to 
work in training-oriented, subsidized jobs until they can find 
regular work, 

• insure that subsidized jobs provide more spendable income 
than welfare, and that regular work provides more 
spendable income than subsidized jobs, 

• stress private sector employment , and 

• control costs by funding welfare replacement activities from 
combinations of existing welfare benefit streams. 

The goal should be a regular job or a training-oriented subsidized job for 
every family seeking public assistance. Meeting this goal will produce 
steady and dramatic decreases in welfare caseloads and costs, and 
enormous gains in economic self-reliance and growth opportunities for 
low-income families. 

Development of the Full Employment Concept 

Welfare industry advocates have always maintained that such a 
program is not possible: welfare recipients aren't ready to work, jobs 
aren't available, and any work program will entail huge additional costs. 
Yet just such a program has recently been enacted into law in three 
states - Oregon, Mississippi, and Arizona - and is under active 
consideration in several others. Full-scale testing of the program began 
in Oregon in November, 1994. 

The Full Employment Program is the brainchild of Dick Wendt, founder 
and CEO of Jeld-Wen, a large door and window manufacturing firm 
headquartered in Klamath Falls, Oregon. Considering the problems of 
poverty and unemployment, and unencumbered by welfare state 
preconceptions of the incapacities of the poor, Wendt concluded that 
what any poor family needed most was the opportunity to gain. 
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through work, the self-respect, experience, and reputation for 
dependability that would lead to long-term employment and economic 
security. How could this opportunity be provided? By converting 
welfare and unemployment benefits to real wages for real work. 

The Oregon Full Employment Program was first enacted into law by 
popular ballot initiative (Measure 7) in November, 1 990. It took almost 
three years for a cautious governor and legislature to agree on 
implementation details, and another year to obtain the necessary 
federal waivers from a reluctant federal bureaucracy. Oregon calls its 
version of the Full Employment Program "JOBS Plus" to highlight its 
expansion of participation in work compared to the federal JOBS 
Program. 

JOBS Plus combines federal and state cash welfare, food stamp, and 
unemployment benefit funds to reimburse the wage costs of employers 
willing to employ and train public assistance recipients unable to find 
regular jobs. Emphasis is placed on recruitment of private sector 
employers, and priority for job placement goes to those for whom work 
will directly reduce welfare dependency, including both custodial and 
non-custodial parents of a welfare child. JOBS Plus jobs are stepping 
stones to regular jobs; spendable income from the JOBS Plus wage, 
combined with the Earned Income Tax Credit, is more than welfare 
benefits, but less than spendable income from an unsubsidized job - 
even an unsubsidized job at minimum wage. In JOBS Plus child care 
is guaranteed, if needed, and Medicaid is available to meet health care 
needs. Teenagers are exempt from participation until they complete 
high school or drop out. 

If JOBS Plus sounds like a good deal for participants, that's because it 
is: more spendable income, work recognized as valuable, and 
experience likely to lead to a regular job. On the other hand, for the 
vast r((ajority of welfare recipients, JOBS Plus is, realistically, the only 
deal worth considering. Those who refuse to take JOBS Plus jobs lose 
more than a third of the spendable income available to those who 
decide to take them. Other states considering the program hope to 
enforce even stiffer sanctions, including making participation in a Full 
Employment Program job a condition of eligibility for any public 
assistance. 

The total work orientation of the Full Employment Program transforms 
the concept of public assistance from a handout that promotes 
dependency to a wage for work that leads to self-support. The 
administration of public assistance also should be transformed. Proven 
private sector job development and placement techniques can and, in 
most cases, should replace the bureaucratic processes of the welfare 
industry. Private employment and temporary staffing agencies have 
the experience and motivation to screen and place people in jobs with a 
future. Referrals to such agencies would be made more effectively by 
grass roots organizations, such as public housing resident management 
associations, neighborhood development corporations, and church- 
based family improvement organizations. To the extent possible, job 
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placement fees should be collected from employers rather than 
government, thus reducing program costs as well as the power of the 
welfare industry to bend the program to its own purposes. Added child 
care costs should be met through a child care apprenticeship program 
involving Full Employment participants themselves. 

One of the complaints of welfare advocates who oppose welfare-to- 
work is that there are too few jobs available to carry out an effective 
program. Oregon's JOBS Plus, in its first two months of operation, has 
already silenced that debate: 683 employers have offered to employ 
1 ,624 JOBS-Plus participants in the six test counties. Based on that 
extraordinary response, Oregon is now considering statewide 
implementation and an expedited placement process. 

The Potential Impact of Full Employment 

What impact will the Full Employment Program have on the social 
disintegration fostered, or at least abetted, by welfare? For one thing, 
having welfare-supported babies will become much less appealing, 
since the parent or parents will not receive public assistance unless 
they work, and their wages will not go up just because they have 
another child. For another thing, children will not grow up in homes in 
which the father has been replaced by the government and the mother 
is supported in indolence. For still another, the discounted and easily 
laundered currency that food stamps represent to the drug trade will 
dry up. Finally, the productive effort of those people whom welfare 
has shut out of the economic mainstream will surely benefit their 
families and neighborhoods, as well as the nation's economy. 
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Chairman Shaw. Senator Martin. 

STATEMENT OF HON. STEPHEN H. MARTIN, STATE SENATOR, 

COMMONWEALTH OF VIRGINIA; AND CHAIRMAN, TASK 

FORCE ON EMPOWERMENT, OPPORTUNITY AND URBAN 

POVERTY, AMERICAN LEGISLATIVE EXCHANGE COUNCIL 

Mr. Martin. Thank you for this opportunity to represent the 
American Legislative Exchange Council as its Virginia State chair- 
man and as chairman of the Task Force on Empowerment, Oppor- 
tunity and Urban Poverty. 

I am also a member of Virginia’s Governor George Allen’s Com- 
mission on Citizen Empowerment. In May of last year Governor 
Allen appointed the commission to develop recommendations for 
welfare reform in the Commonwealth. Today, 8 months later. Gov- 
ernor Allen is advancing that welfare reform plan which we believe 
is the most comprehensive system in the coimtry, transforming a 
system of dependency and despair to one of hope and opportunity. 

We believe that the key to successful reform is in the participa- 
tion of the entire community — ^businesses, churches, synagogues, 
schools, civic associations and famihes — and providing opportimi- 
ties for those in need. We beUeve that breaking the cycle of depend- 
ency begins not with government but with the family. 

At the top of the hst of tools is education. It is unreasonable to 
expect that opportunity will knock on the doors of those who lack 
even basic communication and social skills. An employee who can- 
not read an invoice or multiply the numbers on it will not hold his 
job for long. For this person the answer is not job training. The an- 
swer is basic academics. 

In Virginia, we will require parents who want to continue receiv- 
ing benefits for their children to ensime their attendance in school. 
Additionally, we will step up our family literacy initiatives, both 
public and private, to combat reading deficiencies. And, finally, 
through the Governor’s Champion Schools Initiative, we will 
strengthen Virginia’s schools as places of learning and academic ex- 
cellence. 

The second tool needed for self-rehance is gainful employment. 
Work is essential to achieve financial security and move upward, 
but having a job provides a person more than just a paycheck. It 
gives him a sense of purpose and responsibility. It makes him a 
role model for his family and compels him to contribute in their en- 
hancement and their success. 

Our reform initiative in Virginia is aimed at producing able- 
bodied pubhc assistance recipients with employment that will en- 
able them to become self-reliant. I traveled around the Common- 
wealth last yeeu- meeting with and talking with many welfare re- 
cipients. I cannot recall ever being told that what people on welfare 
wanted was more welfare, more bureaucracy and more dependency. 
What they wanted is help, temporary help getting on their feet. 

So in Virginia we will work with public assistance recipients for 
2 years to help them develop the skills they need to be independ- 
ent. While they are receiving benefits, able-bodied Virginians will 
also receive supplemental education, life skills training and — most 
important — job experience which will move them into the working 
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community. After 2 years, they will move from welfare to self- 
reliance as employees in private sector, unsubsidized jobs. 

In addition to receiving 2 years of public assistance benefits 
while gaining job experience and training, they will receive 1 year 
of transitional benefits, including child care, transportation and 
medical care. These benefits are designed to make the transition to 
the working community smoother for former recipients and their 
families. 

This approach gives people options which help them make posi- 
tive decisions for themselves and their families. It removes per- 
verse incentives which result in family disintegration and destruc- 
tive behavior. 

There is something very wrong with the fact that our govern- 
ment is, in effect, inducing its most vulnerable citizens to make 
self-destructive, demoralizing decisions. We must craft welfare pro- 
grams that give people the incentive to choose work over welfare. 

The States are innovators in this, as in so many other public pol- 
icy areas, as we are provided the freedom to be so. Some of these 
innovations include enforcing child support by requiring establish- 
ment of paternity, allowing recipients to accumulate a modest 
amount of income in savings or business incubation, requiring 
school attendance of children of AFDC recipients, packaging food 
stamps and AFDC benefits in the form of cash which is used to 
subsidize private sector jobs and denying additional benefits for ad- 
ditional children bom 10 or more months after initial eligibility. 
These reforms serve to properly orient incentives in the welfare 
system. 

How do these lessons impact on Federal policy? 

First, I believe that you must hear the message that the States 
do care about those in need. Federal policy too often has been de- 
veloped to meet needs that you believed we were neglecting. By 
maldng such an assumption, the Federal Government often reaches 
beyond its constitutionally prescribed powers, establishing a coun- 
terproductive adversarial relationship with the States, missing out 
on the opportunity to benefit from State public policy innovation 
and competition, and inevitably ends up micromanaging the deliv- 
ery of services to those who qualify. 

Some have suggested establishing Federal requirements which 
attach strings to the disbursement of funds, but this still assumes 
that the States need to be told what to do because we cannot figure 
it out for ourselves. It also assumes that what works in Montana 
will work in New Jersey. Both assumptions are false. 

Some have suggested disbursing money in block grants, but allo- 
cation formulas fistort the procedures States must use to deter- 
mine priorities. By allocating fimds based on each State’s poverty 
rate, the Federal Government removes the State’s incentive to re- 
duce poverty. 

Matching fund formulas are even worse. They set up situations 
in which States can make money by spending money without re- 
gard for whether such programs are working. This distortion placed 
on our budget process damages o\ir effort to properly determine our 
States’ priorities. 

The ultimate goal should be to phase out the Federal role in de- 
livering welfare services. In the meantime. Federal aid should take 
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the form of block grants distributed according to a formula based 
on population but not be tied to a State match, and States should 
be granted maximum freedom and discretion to develop their own 
programs. For once, I recommend that Federal lawmakers assume 
their State counterparts know what they are doing. 

Again, I want to thank you for this opportunity to speak with 
you. 

[The prepared statement follows:] 
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TESTIMONY OF HON. STEPHEN H. MARTIN 
STATE SENATOR, COMMONWEALTH OF VIRGINIA 

THANK YOU FOR THE OPPORTUNITY TO ADDRESS THE HOUSE WAYS AND 
MEANS COMMITTEE MY NAME IS STEVE MARTIN I AM A STATE SENATOR 
FROM VIRGINIA AND A MEMBER OF THE AMERICAN LEGISLATIVE EXCHANGE 
COUNCIL, BETTER KNOWN AS ALEC 

ALEC IS THE NATION’S LARGEST INDIVIDUAL MEMBERSHIP ORGANIZATION OF 
STATE LEGISLATORS WITH OVER 2,500 DEMOCRAT AND REPUBLICAN MEMBERS 
I AM ALEC'S VIRGINIA STATE CHAIRMAN AND THE CHAIRMAN OF THE ALEC 
TASK FORCE ON EMPOWERMENT, OPPORTUNITY AND URBAN POVERTY MY 
TASK FORCE IS COMPOSED OF STATE LEGISLATORS FROM ALL FIFTY STATES 
AND ADVISORS FROM THE PUBLIC POLICY COMMUNITY 

CLOSER TO HOME, I AM A MEMBER OF GOVERNOR GEORGE ALLEN’S 
COMMISSION ON CITIZEN EMPOWERMENT 

IN MAY OF LAST YEAR, GOVERNOR ALLEN APPOINTED THIS COMMISSION TO 
DEVELOP RECOMMENDATIONS FOR WELFARE REFORM IN THE COMMONWEALTH 
OF VIRGINIA TODAY. NEARLY EIGHT MONTHS LATER, GOVERNOR ALLEN HAS A 
WELFARE REFORM PLAN WHICH WE BELIEVE IS THE MOST COMPREHENSIVE IN 
THE COUNTRY, TRANSFORMING A SYSTEM OF DEPENDENCY AND DESPAIR INTO 
ONE OF HOPE AND OPPORTUNITY 

I AM HERE TODAY TO TELL YOU ABOUT OUR EXPERIENCE IN VIRGINIA, AND 
OFFER OUR APPROACH AS ONE THAT COUUJ BE EASILY DUPLICATED ACROSS 
THE COUNTRY 

THE KEY TO SUCCESSFUL REFORM IS IN THE PARTICIPATION OF THE ENTIRE 
COMMUNITY - BUSINESSES, CHURCHES, SYNAGOGUES, SCHOOLS, CIVIC 
ORGANIZATIONS AND FAMILIES - IN PRO’VIDING OPPORTUNITIES FOR THOSE IN 
NEED WE BELIEVE THAT BREAKING THE CYCLE OF DEPENDENCY BEGINS NOT 
WITH GOVERNMENT, BUT WITH THE FAMILY. 

THIS MEANS THAT GOVERNMENT MUST RETHINK ITS APPROACH TO WELFARE 
AND POVERTY, PROVIDING PEOPLE WITH THE RUDIMENTARY TOOLS THEY 
NEED TO BECOME SELF-RELIANT 

AT THE TOP OF THIS LIST OF TOOLS IS EDUCATION IT IS IMPOSSIBLE FOR US TO 
EXPECT THAT OPPORTUNITY WILL KNOCK ON THE DOORS OF THOSE WHO LACK 
EVEN BASIC COMMUNICATION AND SOCIAL SKILLS. AN EMPLOYEE WHO 
CANNOT READ AN INVOICE OR MULTIPLY THE NUMBERS ON IT WILL NOT HOLD 
ms JOB LONG FOR THIS PERSON. THE ANSWER IS NOT 'JOB TRAINING " THE 
ANSWER IS BASIC ACADEMICS WE CAN NO LONGER AFFORD TO GRADUATE 
STUDENTS WHO HEAD TOWARD THE JOB MARKET UNABLE TO READ THEIR 
DIPLOMAS 

IN VIRGINIA, WE WILL REQUIRE PARENTS WHO WANT TO CONTINUE RECEIVING 
BENEFITS FOR THEIR CHILDREN TO ENSURE THEIR ATTENDANCE IN SCHOOL 
ADDITIONALLY, WE WILL STEP UP OUR FAMILY LITERACY INITIATIVES, BOTH 
PUBUC AND PRIVATE. TO COMBAT READING DEHCIENCIES. AND FINALLY, 
THROUGH THE GOVERNOR'S CHAMPION SCHOOLS INITIATIVE, WE WILL BEGIN 
TO MAKE VIRGINIA'S SCHOOLS PLACES OF LEARNING AND ACADEMIC 
EXCELLENCE. 

THE SECOND TOOL NEEDED FOR SELF-RELIANCE IS GAINFUL EMPLOYMENT 
WORK IS ESSENTIAL TO ACHIEVE FINANCIAL SECURITY AND MOVE UPWARD 
INTO THE MIDDLE CLASS BUT HAVING A JOB PROVIDES A PERSON MORE THAN 
JUST A PAYCHECK IT GIVES HIM A SENSE OF PURPOSE AND RESPONSIBILITY. IT 
MAKES HIM A ROLE MODEL FOR HIS FAMILY AND COMMUNITY AND COMPELS 
HIM TO CONTRIBUTE TO THEIR ENHANCEMENT AND SUCCESS AND IT GIVES 
HIM VALUES AND ETfflCS WHICH HE PASSES ON TO mS CHILDREN 
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OUR REFORM INITIATIVE IN VIRGINIA IS CALLED WELFARE TO WORK, AND IT IS 
AIMED AT PROVIDING ABLE-BODIED PUBLIC ASSISTANCE RECIPIENTS WITH 
EMPLOYMENT THAT WILL ENABLE THEM TO BECOME SELF-RELIANT I 
TRAVELED AROUND THE COMMONWEALTH OF VIRGINU MEETING WITH AND 
TALKING TO MANY WELFARE RECIPIENTS. I CANNOT RECALL EVER BEING TOLD 
THAT WHAT PEOPLE ON WELFARE WANTED WAS MORE WELFARE, MORE 
BUREAUCRACY AND MORE DEPENDENCY WHAT THEY WANT IS HELP - 
TEMPORARY HELP - GETTING ON THEIR FEET. SO IN VIRGINIA, WE WILL WORK 
WITH PUBLIC ASSISTANCE RECIPIENTS FOR TWO YEARS TO HELP THEM 
DEVELOP THE SKILLS THEY NEED TO BE INDEPENDENT WHILE THEY RECEIVE 
BENEFITS, ABLE-BODIED VIRGINIANS WILL ALSO RECEIVE SUPPLEMENTAL 
EDUCATION, LIFE SKILLS TRAINING, AND - MOST OIPORTANT - JOB 
EXPERIENCE WHICH WILL MOVE THEM INTO THE WORKING COMMUNITY 
AFTER TWO YEARS, THEY WILL MOVE FROM WELFARE TO SELF-RELIANCE AS 
EMPLOYEES IN PRIVATE SECTOR, UNSUBSIDIZED JOBS 

IN ADDITION TO RECEIVING TWO YEARS OF PUBLIC ASSISTANCE BENEFITS 
WHILE GAINING JOB EXPERIENCE AND TRAINING, RECIPIENTS WILL ALSO 
RECEIVE ONE YEAR OF TRANSIHONAL BENEFITS, INCLUDING CHILD CARE, 
TRANSPORTATION AND MEDICAL CARE. THESE BENEFITS ARE DESIGNED TO 
MAKE THE TRANSmON TO THE WORKING COMMUNITY SMOOTHER FOR 
FORMER RECIPIENTS AND THEIR FAMILIES. 

THIS APPROACH TO WELFARE PROMISES TO TRANSFORM THE PRESENT SYSTEM 
SO THAT H WORKS FOR PEOPLE, NOT AGAINST THEM IT GIVES PEOPLE 
OPTIONS WHICH HELPS THEM TO MAKE POSITIVE DECISIONS TO AFFECT 
THEMSELVES AND THEIR FAMILIES IF REMOVES PERVERSE INCENTIVES WHICH 
RESULT IN FAMILY DISINTEGRATION AND DESTRUCTIVE BEHAVIOR 

THIS DOES NOT MEAN THAT EVERYONE RESPONDS LIKE A ROBOT TO THE LURE 
OF DOLLARS, NOR ARE THE POOR MORE MORALLY SUSCEPTIBLE TO THESE 
DISINCENTIVES. IT SIMPLY ACKNOWLEDGES THAT THESE FINANCIAL 
INCENTIVES WILL PLAY A ROLE IN THE DECISIONS OF PEOPLE WHO RECEIVE 
WELFARE BENEFITS AND, IN EACH CASE IN WHICH SOMEONE WHO COULD 
WORK, CHOOSES NOT TO; SCARCE FINANCIAL RESOURCES THAT COULD HAVE 
BEEN SPENT TO EDUCATE A CHILD, OR TREAT SOMEONE WHO IS SICK, OR 
INVEST IN NEW TECHNOLOGY AND GOOD JOBS, ARE WASTED INSTEAD 

NOT ONLY IS SUCH WASTE INTOLERABLE, ESPECIALLY IN AN INCREASINGLY 
COMPETITIVE WORLD ECONOMY, BUT THERE IS SOMETHING VERY WRONG 
WITH THE FACT THAT OUR GOVERNMENT IS, IN EFFECT, INDUCING US MOST 
VULNERABLE CITIZENS TO MAKE SELF-DESTRUCTIVE. DEMORALIZING 
DECISIONS 

WE MUST CRAFT WELFARE PROGRAMS THAT GIVE PEOPLE THE INCENTIVE TO 
CHOOSE WORK OVER WELFARE 

THE STATES ARE INNOVATORS IN THIS, AS IN SO MANY OTHER PUBUC POLICY 
AREAS. THE STATES ARE LEADING THE FEDERAL GOVERNMENT SOME OF 
THESE INNOVATIONS INCLUDE: ENFORCING CHILD SUPPORT AND REMOVING 
SOME OF THE BENEFITS OF SINGLE PARENTING BY REQUIRING THE 
ESTABLISHMENT OF PATERNITY, ALLOWING RECIPIENTS TO ACCUMULATE A 
MODEST AMOUNT OF INCOME IN A SAVINGS ACCOUNT OR IN THE FORM OF AN 
ASSET, REQUIRING SCHOOL ATTENDANCE OF CHILDREN OF AFDC RECIPIENTS. 
PACKAGING FOOD STAMPS AND AFDC BENEFITS IN THE FORM OF CASH WHICH IS 
USED TO SUBSIDIZE PRIVATE SECTOR JOBS, AND DENYING ADDITIONAL 
BENEFITS FOR ADDITIONAL CHILDREN BORN 10 OR MORE MONTHS AFTER 
INIIIAL ELIGIBILIIY THESE REFORMS SERVE TO REARRANGE THE INCENTIVES 
INHERENT IN THE WELFARE SYSTEM 
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HOW DO THESE LESSONS IMPACT ON FEDERAL POLICY? 

FIRST, OF ALL, YOU MUST HEAR THE MESSAGE THAT THE STATES DO CARE 
ABOUT THE POOR, FEDERAL POUCIES TOO OFTEN HAVE BEEN DEVELOPED TO 
MEET NEEDS THAT YOU BELIEVED WE WERE NEGLECTING. BY MAKING SUCH 
AN ASSUMPTION, THE FEDERAL GOVERNMENT OFTEN REACHES BEYOND ITS 
CONSTITUTIONALLY PRESCRIBED POWERS, ESTABLISHES A 
COUNTERPRODUCTIVE ADVERSARIAL RELATIONSHIP WITH THE STATES, MISSES 
OUT ON THE OPPORTUNITY TO BENEFIT FROM STATE PUBLIC POLICY 
INNOVATION AND COMPETITION, AND INEVITABLY ENDS UP MICROMANAGING 
THE PROCESS OF DELIVERING SERVICES TO THOSE WHO QUALIFY. 

SOME HAVE SUGGESTED ESTABLISHING FEDERAL REQUIREMENTS WHICH 
MIMIC THE REFORMS WE ARE PUSHING IN VIRGINIA, ATTACHING SO-CALLED 
“CONSERVATIVE STRINGS” TO THE DISBURSEMENT OF FUNDS. BUT THIS STILL 
ASSUMES THAT THE STATES NEED TO BE TOLD WHAT TO DO BECAUSE WE ARE 
NOT SMART ENOUffll TO HGURE IT OUT FOR OURSELVES, AND IT ALSO 
ASSUMES THAT WHAT WORKS IN MONTANA WILL WORK IN NEW JERSEY. BOTH 
ASSUMPTIONS ARE FALSE AND DANGEROUS. FOR EXAMPLE, THERE IS AN 
EXEMPTION IN THE TIME LIMIT IN GOVERNOR ALLEN’S PROPOSAL FOR THOSE 
WHO LIVE IN REGIONS IN WHICH THE UNEMPLOYMENT RATE IS MORE THAN 2 
PERCENTACffi POINTS ABOVE THE STATE AVERACT BY INCLUDING THIS 
PROVISION WE RECO<R4IZE THAT THERE ARE STRUCTURAL ECONOMIC 
DIFFERENCES BETWEEN REGIONS IN OUR STATE CONSIDER THE MASSIVE 
DIFFERENCES THAT EXIST BETWEEN STATES. 

SOME HAVE SUGIXSTED MINIMIZING THE STRINGS AND SIMPLY DISBURSING 
MONEY IN BLOCK GRANTS. BUT, ALL ALLOCATION FORMULAS DISTORT THE 
PROCEDURES STATES MUST USE TO DETERMINE PRIORITIES BY ALLOCATING 
FUNDS BASED ON EACH STATE'S POVERTY RATE, THE FEDERAL GOVERNMENT 
PERVERTS EACH STATE’S INCENTIVE TO REDUCE POVERTY 

MATCHING FUND FORMULAS ARE EVEN WORSE. THEY SET UP SITUATIONS IN 
WHICH STATES CAN MAKE MONEY BY SPENDING MONEY - WITHOUT REGARD 
TO WHETHER SUCH PROGRAMS ARE WORKING. THE DISTORTION THIS PLACES 
IN OUR BUIXXT PROCESS DAMAGES OUR EFFORT TO DETERMINE OUR STATE'S 
PRIORITIES 

THE ULTIMATE GOAL SHOULD BE TO PHASE OUT THE FEDERAL ROLE IN 
DELIVERING WELFARE SERVICES. IN THE MEAN TIME, FEDERAL AID SHOULD 
TAKE THE FORM OF BLOCK GRANTS. DISTRIBUTED ACCORDING TO A FORMULA 
BASED ON POPULATION, BUT NOT BE TIED TO A STATE MATCH AND STATES 
SHOULD BE CatANTED MAXIMUM DISCRETION TO DEVELOP THEIR OWN 
PROGRAMS. FOR ONCE, 1 RECOMMEND THAT FEDERAL LAWMAKERS ASSUME 
THEIR STATE COUNTERPARTS KNOW WHAT THEY ARE DOING. 

THANK YOU, MR CHAIRMAN FOR THIS OPPORTUNITY TO TESTIFY BEFORE YOUR 
COMMITTEE. 
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Chairman Shaw. Thank you, Senator. 

Mr. Collins will inquire. 

Mr. Collins. Theuik you, Mr. Chairman. 

Ms. Rogers, you mentioned a Work First Program where, when 
an applicant comes in, you immediately begin to put in motion 
ways of trying to prevent that person or encourage that person not 
to go on the welfare rolls if at all possible. 

I like that concept and am pleased to say that the State of Geor- 
gia is looking at that now. I think that is a very fine approach. I 
think it is an approach we need to take. 

You also talked about the inner city, Milwaukee, where over 50 
percent of those to whom you send initial JOBS appointment no- 
tices do not show up. What is the average niunber of interviews 
that the 50 percent that show up go through prior to finding em- 
ployment or do you have records of that? 

Ms. Rogers. I don’t have statistics to show average number of 
interviews relative to employment for any of our populations. That 
is not a statistic that we measure. One of the things that we do 
look at relative to how difficult it is in some instances to get people 
to respond and come in to participate in the program, we do find 
that on average, for those remaining from the initial interview, it 
takes four notices before they would come in to be served at all. 

Mr. Collins. The point I was making by asking that question 

f [oes back to what the gentleman from New York talked about ear- 
ier, about some of the problems that exist in those who are on wel- 
fare who are a potential work force. 

Mr. Mead said there are jobs available out there. Sometimes I 
wonder where those jobs are. But even those jobs that are out 
there, I think the gentleman fix)m New York brought up a very 
good point — many of those people who seek those jobs, and this 
may be part of the reason why 50 percent don’t show up for inter- 
views, they are high school dropouts, they have been in some way 
involved with alccmol or they have drugs on tiieir record or fJiey 
may have been involved with crime. 

\^en they go in and fill out an application and either one of 
those shows up on the application, on their work history or on the 
history of themselves, that tends to throw a roadblock up for pos- 
sible emplo 3 unent in a number of jobs, especially a job that would 
equal the pay that would benefit them or have an incentive to come 
off a welfare roll to a work roll. 

What are your comments on that? Do you think that has any- 
thing to do with the nmnber who do not show up for interviews be- 
cause of problems they have on existing histories? 

Ms. Rogers. That may be one factor, but we feel that a much 
larger factor is the fact that our sanction process is weak and hard 
to enforce eind word gets out on the street that, odds are, nothing 
too terrible is going to happen if you don’t show up for the pro- 
grams. 

Relative to your comments about the effect of some of those indi- 
vidual kinds of situations, an alcohol or drug problem, we find that 
it is very important that the activity plan that is put together for 
a partic^ar individual be geared to his or her needs, which would 
also mean working on that aspect of past behavior that was nega- 
tive in order that you can say to an employer, when a match has 
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been made and an interview is taking place, yes, I had this poor 
behavior in my background but I have taken and am continuing to 
take steps to correct it. 

Mr. Collins. I was just out at a meeting with a task force that 
is seeking to try and find some solutions to the lack of truckdrivers. 
The American Trucking Association estimates they will need 
300,000 drivers each year for the next 10 years, but if you take a 
potential driver and he puts down alcohol, drugs, or a prior crimi- 
nal conviction on an application, then immediately that is dis- 
carded. 

That is a real problem and those are a lot of people who would 
probably make a decent truckdriver but their application just will 
not support hiring. I am in the trucking business and I just went 
through a very nasty, difficult campaign based on the fact that we 
had had a driver who had had some previous problems. You know, 
it is just a situation. 

We are deaUng with a generation of people who have these prob- 
lems, high school dropouts, they have been involved in crime, 
drugs, and alcohol — not all, but a large majority of the people we 
are trying to deal with. Those are some areas that I think — I think 
the best way to do that is at the State level with more State flexi- 
bility. 

Thank you. 

Mr. McCrery. Mr. Ford will inquire. 

Mr. Ford. Thank you, Mr. Chairman. 

Mr. Hobbs, when you describe your plan in the private sector 
with the employers, the employer should be compensated for all 
minimum wage — ^you talked about I guess the unemployment com- 
pensations, the matching part of FICA, all of it, 100 percent. 

Mr. Hobbs. That is how the Full Employment Program or Jobs 
Plus works in Oregon. The employers may pay more than the mini- 
mum wage to the person who they take into this training job, but 
that is what the State will put up drawn from a combination of 
AFDC, food stamp and UI funds put into a wage fimd for that pur- 
pose. 

Mr. Ford. And the employer promising maintaining that particu- 
lar person or those persons into those slots after how long? 

Mr. Hobbs. A slot lasts 6 to 9 months with a 3-month addition 
if it looks as though this is going to result in a real job. And the 
employer does not promise to hire those people, he promises to give 
the first consideration to those people in jobs when they get 
through the training period. 

Mr. Ford. Now, we have about 70 percent of all first-time wel- 
fare recipients who come on go off within the first 12 to 15 months 
and go into the work force. The problem is that there is a large per- 
centage of those who go back to welfare rolls, and some suggest it 
is because of the child care, health care, and other related variables 
that are there. 

If we were addressing a prograun similar to yours on a national 
model, what would we do on the health care side of it, of the child 
care side from a national perspective? What do we do from a na- 
tional perspective for child care and health care — I guess, under 
current law, you can have Medicaid benefits for up to 12 months. 
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Mr. Hobbs. First of all, in this program, the child care and 
health care continue. 

Mr. Ford. What do you suggest for the national program; what 
type of health care benefits could we talk about? 

Mr. Hobbs. Let me explain one thing about the program. When 
you are on this program, you are still eligible for AFDC if you have 
been eligible before. So the Medicaid continues while you are on 
the program and then for 1 year once you get an unsubsidized job 
under the JOBS transition. 

Child care is made available to anybody who needs it. The child 
care issue is addressed principally by having participants go into 
child care training jobs themselves and, therefore, cutting the cost 
of the slots for child care by having the participants 

Mr. Ford. After the transition has taken place and they are now 
working for the employer, 12 months has gone by, they still qualify 
for some of the AFDC benefits? 

Mr. Hobbs. After 12 months, they do not qualify for the AFDC 
benefits any longer. 

Mr. Ford. What happens if the employer doesn’t have health 
coverage? 

Mr. Hobbs. Right now we are working on a plan which is not in 
this one yet to actually use the differential in Medicaid costs for a 
working family versus a nonworking family to establish a Medicaid 
transition beyond the 1-year period which would cost less per fam- 
ily through an HMO system, for instance, than would the regular 
Medicaid. 

Mr. Ford. Would an employer or an employee pay that pre- 
mium? 

Mr. Hobbs. The employer — ^it depends on how it is set up. You 
can have either an employer partial payment of that or a govern- 
ment partial payment of that for a period of time. I agree, we need 
to stretch that out in time, but also we need to transition through 
a copay system for the employer and employee into this 

Mr. Ford. To invest that type of money in the first year eind be 
faced with similar problems that we are faced with with the system 
today and people going off welfare into the work force, in this case, 
to the private sector, but returning soon after if some of these fac- 
tors come in 

Mr. Hobbs. Let me give you one example. Even in this new pro- 
gram, one person who was one of the first people to be placed in 
it was placed at the $4.75 an hour plus Medicaid, and within 1 
month was at $6 an hour working for the employer with employer 
coverage. I agree that not every employer has coverage, but there 
are many instances in which this is going happen. 

We are trying to have a reduced cost Medicaid based on the expe- 
rience of working families rather than the experience of 
nonworking families that can stretch off into the futiu-e. But there 
always will have to be a transition, as there is now from a pure 
welfare, pure Medicaid welfare enviroiunent to one in which the 
costs of that health care are picked up by the combination of an 
employer and participant in the job. 

Mr. Ford. Thank you. 

Mr. McCrery. Ms. Dunn will inquire. 

Ms. Dunn. Thank you, Mr. Chairman. 
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Panel, I am trying to define some responsibilities here as we 
mold a new welfare program. I would like your assistance on it. 
Specifically, I am interested in what strings in this area of discus- 
sion, job requirements or job training, what strings you believe the 
Federal Government ought to retain over States assuming we go 
the way of block grants. 

Second, what incentives have you run into in your State’s pro- 
grams or in your experience that could be provided to private sec- 
tor employers that would make a — that would make a welfare re- 
cipient more attractive to those employers? 

Mr. Hobbs, could you start? 

Mr. Hobbs. Yes. I hope that the strings that should be attached 
by the Federal Government amount to just one, that the Federal 
Government should receive and look at the State plan by which the 
State is going to carry out the purposes behind the various block 
grants that are issued to it. 

Beyond that, I think as State Senator Martin said, you should 
start putting your trust in States. They are far ahead of the Fed- 
eral Government on the whole and, in specific instances, light 
years ahead of the Federal Government in reforming welfare and 
replacing it with a work ethic. 

The second part of the question was what again? 

Ms. Dunn. What incentives through the Tax Code that we could 
deal with would you provide to private sector employers or have 
you seen applied that create an incentive to hire these people? 

Mr. Hobbs. My belief, from talking to employer groups and also 
to staffing companies, is that the tax credit system is not an ade- 
quate one to do this job, it is not really an appropriate one to do 
this job; that if there are going to be subsidies from the States or 
Federal Government, and I feel they should be from the State gov- 
ernments through the Federal block grants, those should be direct 
subsidies to the employers for limited periods of time as they tran- 
sition people from pure welfare into an unsubsidized work environ- 
ment. 

And during that transition, there should be careful attention 
paid to the training and to the mentoring by people who are in the 
workplace, but that that is the most effective way to handle the sit- 
uation. 

We have found, in talking to staffing companies, that if you were 
to send them right now a bunch of people from public assistance, 
they would probably be able to place a significant number of those 
immediately into unsubsidized employment. They have the sub- 
sidized emplo3mient backup that would allow them to place people 
in jobs that are going to get them resume strength, and if neither 
of those is going to work, then I think we should be looking at 
workfares so there is no pure welfare left for people who are ahle 
to work. 

Ms. Dunn. Thank you. 

Ms. Rogers. 

Ms. Rogers. Governor Thompson believes that there are four 
specific general principles that would be wise for the Federal Gov- 
ernment to put in place as it looks at welfare reform. The first is 
that we have an end to indefinite cash assistance, that there be 
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some parameter within which there is a limit placed on the amount 
of time which a family can receive that assistance. 

Second, we feel that for those who can work, only work should 
pay, another way of saying there should be a work component for 
everyone in exchange for their receiving public assistance. 

Third, we feel that there should be a requirement upon the 
States to put in place within their programs with considerable 
flexibility some planned methodology for addressing the issue of il- 
legitimacy and how we might be able to reduce it. Although I am 
not suggesting that we be specific in terms of the Federal direction, 
only that States be instructed to do something in this regard. 

Some examples might be to require these minor moms to live at 
home or under supervised conditions. It is not healthy for child 
moms with babies to be living on their own. I don’t think we do 
them a service when we throw a check at them and expect them 
to do that. 

And then finally, we should be careful at the Federal level that 
it is States that are funded and not individuals so that there is not 
from the Federal level a mandate relative to individual entitle- 
ment. This would severely curtail the States’ ability to have the 
flexibility they need to be creative in solving the broad-based issues 
and problems that we have. 

Relative to incentives for employers, I think from my interfacing 
with employers over the years, the best that we can do is to send 
them potential employees who are ready to work, who understand 
what the requirements are within a job setting, and who under- 
stand what personal responsibility is relative to getting up and 
showing up on time, that would be the number one best thing that 
our programs could do. 

Second, I concur with Mr. Hobbs when he talks about the only 
other kind of support being direct subsidies for a limited period of 
time and only used in that second tier of circumstances where indi- 
viduals can’t get a job on their own. 

Ms. Dunn. Thank you. 

Mr. Townsend. 

Mr. Townsend. I would like to comment on this block grant proc- 
ess. If you are going to continue to fund the program, I think you 
need some modifications with the Federal law that talks about 
what you do expect in return for that block grant. 

Right now, you don’t expect job placements, you don’t expect 
them to get off of welfare. The only requirement that I know of is 
to participate in the program. 

Two, if you have any time limits accompanying a block grant, 
you need a national tracking system. Otherwise you have 50 States 
each with a 2-year time limit and that issue would have to be dealt 
with. 

Also, I am concerned about putting a block grant on the JOBS 
Program. It is severely underfunded as it is. We are unable to deal 
with all the clients, so if you block grant the welfare part, I would 
suggest that you not block grant the jobs part of the program. 

We found in our county that the JOBS Program can be cost effec- 
tive, it can produce a profit, but you need to focus on the up front 
sense of urgency job emplo 3 mient as soon as possible rather than 
let clients settle into a long-term welfare situation. 
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Ms. Dunn. Thank you. I would like to ask the other two panel- 
ists to finish, if I may, Mr. Chairman. 

Mr. Stangler. The answer to your second question, first. The 
evidence on tax credits to employers is underwhelming in nature. 
They have not worked. We use wage supplementation which is the 
transfer of the AFDC and food stamp benefits to the employer to 
be added to a wage base to get up to a wage of about $7 an hour. 

We have found that to be more successful. But, as I said in my 
remarks, what the employers have said to us is that those wrap- 
around services, the job coaching and mentoring, the other things 
that keep people coming to work every day, they really appreciate, 
even more so than the financial subsidies. 

In terms of what strings, I think it is proper for the Federal Gov- 
ernment to define the goals and outcomes and let the States decide 
how to achieve those national goals and outcomes. 

Mr. Martin. As to what strings, simply make sure that the 
States have a plan in place with maybe a time limitation. As to 
what incentives to potential private sector employers, package the 
value of existing benefits as cash subsidies for hiring for a limited 
period of time. 

Ms. Dunn. Thank you. 

Mr. McCrery. Mr. Ensign will inquire. 

Mr. Ensign. Thank you, Mr. Chairman. 

Maybe we can start with Mr. Martin on this. In the previous 
panel, they talked about that if we do these block grants to the 
State, that they were afraid that work programs would be hurt in 
this, and yet it seems to me that some of the States that have got- 
ten some of these waivers actually have more of these work pro- 
grams going into effect. 

Your comments on that. 

Mr. Martin. I do not see it as a hindrance. I believe that it pro- 
vides us some freedom. 

Mr. Ensign. They thought if we gave States more flexibility, that 
some of the work programs that are out there now, some of the 
States that are less compassionate would go back to hurting the 
poor and not continuing some of these work programs. 

Mr. Martin. I can only speak to the Commonwealth of Virginia, 
which is one of the most compassionate States in the country and 
we believe very strongly in some of these work programs. We would 
like to move people from the welfare rolls to the workplace and we 
believe that that aid toward self-reliance is very important. So we 
would, I believe, put our money toward the JOBS Programs. 

Mr. Ensign. I would like to make a statement for anyone to re- 
spond to. Currently, by 1995, the Federal Government requires 20 
percent of the recipients to be in some type of a work program. 
Does anybody know — I guess you are supposed to have a reduction 
in funding if you are not meeting those requirements — does any- 
body know States that are currently receiving less money or any- 
body that has been penalized by not meeting those standards? Be- 
cause from what I understand, there is virtually no State that is 
meeting those standards. 

Mr. Stangler. Mr. Ensign, I would suggest the State of Missouri 
is meeting its requirements at the moment. I am not aware of any 
States that have been sanctioned for that. There are other sane- 
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tions, but so far, we have kept up with the other requirements of 
the law. 

Mr. Ensign. My comment is, if we are looking at certain guide- 
lines that the Federal Government is going to do with these block 
grants, if we are not currently following through with the guide- 
lines that were set in 1988; in other words, if the Federal Govern- 
ment isn’t following through with what it set down in 1988, is the 
Federal Government going to follow through with the requirements 
we are going to set down in 1995? 

Mr. Martin. I can’t answer that, but I can encourage you not to 
put in any more requirements than you have to enforce. 

Mr. Hobbs. We have to recognize that the JOBS Program and 
the Family Support Act were imperfect instruments to do what we 
now know needs to be done, and that is to put people to work. The 
20-percent requirement, at least for the entire AFDC population, is 
only a requirement for participation, not for work. 

The only work requirement of the Family Support Act was for 
the two-parent family which I believe comes up in 1995. That is a 
very small portion of the AFDC population and the States have 
gone far beyond Federal requirements not in just the participation 
element but in actually devising work programs which you have 
heard described today. 

Mr. Ensign. Mr. Hobbs, I appreciated your comments earlier, 
and I think you have illustrated some of the points made in pre- 
vious hearings, that Oregon is different than other places. And the 
reason that I support the State’s flexibility is that you have to be 
able to design programs on the local level. 

It just seems to make sense that we cannot design one program 
that is going to work for everybody out there. I don’t think anybody 
on either side of the aisle feels that we have all the answers or 
maybe even close to some of the answers. We all want the same 
things, we all want a welfare program that is going to be best for 
our society. I appreciate all of you being here and offering your 
ideas. 

I know both sides of the aisle want what we can do best not only 
for the people welfare is intended to help, but also for the rest of 
American society because we will all benefit from that. 

Thank you, Mr. Chairman. 

Mr. McCrery. Mr. Rangel will inquire. 

Mr. Rangel. Thank you, Mr. Chairman. 

Senator, this is a well-balanced approach that you have pre- 
sented to the Committee. This did not come from the national orga- 
nization so this came from your commission from Virginia? 

Mr. Martin. That is correct. 

Mr. Rangel. Who is actually executing the recommendations of 
the Governor? 

Mr. Martin. At this point, part of it is an administrative process 
which is being carried out by Secretary James, Health and Human 
Resources Secretary. Legislative initiative is coming in the form of 
two bills which have been introduced as a matter of fact today. 

Mr. Rangel. I would like you to send me something on the ad- 
ministration of this program, because you went out of your way to 
suggest that one of the major things you rely on is education in ad- 
dition to sanctions, and then you go on talking about gaining job 
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experience, training and transitional benefits, which seems like you 
are really allowing someone to feel more secure in getting a job. 

[The information was not available at the time of printing.] 

Mr. Martin. That is our hopes. 

Mr. Rangel. I gathered. Administrator Rogers, that your pro- 
gram is working but you really think the major emphasis on sanc- 
tions is what is making you more successful. If that is what works 
for you, then certainly I wouldn’t suggest that you change it. 

One of the suggestions that you gave is a time limit for cash as- 
sistance. That would not just be a time limit that would not have 
exceptions. 1 mean, if you were physically or mentally unable to 
work. States wouldn’t just say 1 to 3 years, would they? 

Ms. Rogers. There would always be ability to clarify the excep- 
tional circumstance, yes. May I clarify a comment relative to sanc- 
tions? Wisconsin is not focused on sanctions but primarily focused 
on moving people into the work force as fast as possible and as fast 
as they are able to get there so that they can begin on the employ- 
ment ladder. 

Mr. Rangel. One of the Members asked you what would be the 
most important thing, and all the things that you mentioned which 
I took down didn’t involve the type of support system that the Sen- 
ator was talking about. I assumed that you just overlooked it and 
assume that you would be preparing the workers. 

You say limit cash assistance, mSce certain the States are there, 
give the States flexibility, and I don’t even think you wanted the 
Federal Government to put some type of a bottom line as to how 
far you could go with the sanctions. 

Do you believe that there should be a safety net that we set up? 

Ms. Rogers. I think the States should be given the flexibility to 
design the safety nets that they feel important for the children in 
their State. The issue of sanction is more a matter of, if we are 
going to have requirements in programs, then there should be a 
clear consequence that is fairly processed for those people who do 
not comply. 

Mr. Rangel. Dealing with the issue of fairly processed, I would 
like to believe that I am giving the Governors all the flexibility 
they want, but I want to feel it is fair. There are certain things 
that many supporters of programs that mandate work don’t agree 
on. One is that because someone is 18 years old, that in and of it- 
self means they are not eligible for benefits. 

Would you want the State to have that flexibility just in and of 
itself? 

Ms. Rogers. For a State to be able to say that because you are 
18 you are not eligible for benefits? 

Mr. Rangel. Yes, 18 and having a baby, of course. 

Ms. Rogers. I don’t believe we have addressed that. 

Mr. Rangel. I said you would not want us, as responsible Mem- 
bers of the Congress, to allow any of the 50 States to be able to 
say that we have decided — if you are 18 years old, that in and of 
itself, you will be denied benefits. Most of the people up here don’t 
believe in it, and I am just saying you would not want us to allow 
that or even to suggest it, would you? 

Ms. Rogers. I believe what I have said is that I feel States 
should be given flexibility to set their eligibility standards. 
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Mr. Rangel. So you would want them to be able 

Ms. Rogers. I think every State should be able to set its own eli- 
gibility standards. 

Mr. Rangel. What did you do before you became involved in this 
welfare job program? What were you doing before you took over 
this job for the State? 

Ms. Rogers. I have done a variety of things including worked in 
the private sector, but I am, by education and training, a 
behaviorist, and have worked in the city of Chicago and in Madi- 
son — 

Mr. Rangel. I meant, when you were selected for this particular 
job, that is to get people off of welfare and into jobs, which we all 
want to do. Was there particular experience that you had in doing 
this work before and that is why you were appointed, to bring that 
special talent and experience to the State’s program? 

Ms. Rogers. In education and in previous employment, my back- 
ground is in related subject areas relative to the programs and to 
equivalent administrative experience. 

Mr. Rangel. OK. Well, thank you. 

Mr. McCrery. Mr. Townsend, Mr. Hobbs described I think in a 
little more detail the Oregon plan with respect to the number of 
months that a person can stay on AFDC and have a subsidized job, 
but I didn’t catch it. 

Would you tell us how long a person in your county can have a 
subsidized job and still be receiving AFDC? 

Mr. Townsend. There are no time limits in the State of Califor- 
nia right now. They can have paid employment and remain on wel- 
fare. California has a waiver allowing the one-third income dis- 
regard to go beyond the 4 months. 

During the period of the study with MDRC, we did not have this 
advantage, and we believe that oim job retention will increase be- 
cause clients will not fall back on welfare. They will be able to im- 
prove their lives. Even with a lower paying job, they will learn 
their abilities and enhance their employability for even better pay- 
ing jobs. So we want to keep them out there in employment as long 
as we can. 

Mr. McCrery. Is there a time limit for the subsidy? 

Mr. Townsend. We do not subsidize. We believe in placing indi- 
viduals in paid, unsubsidized employment. 

Mr. McCrery. So you don’t provide any subsidy to the employer? 

Mr. Townsend. Not really. There are some State tax credits, but 
they have not been that effective. What is really crucial is that we 
give each businessman who is our customer the right product, 
meaning our GAIN participant. We would not have repeated year 
after year good results if we did not give them a good product. 

Mr. McCrery. If there is no time limit within which a person 
must get off AFDC, why should he ever get off AFDC? That is like 
an income supplement. 

Mr. Townsend. That is a concern and that is why our Governor 
Wilson has set up a GAIN advisory task force. We have now 27 rec- 
ommendations which we hope will be going through the State legis- 
lature. Our State legislature has provided a 15-hour deferral so, 
right now, if some one of our clients has a 15-hour job not even at 
minimum hour wage, they can appeal and insist on not going 



351 


through the GAIN Program. We can’t make somebody self- 
sufficient only working 15 hours. This is one crucial barrier we 
have which will hopefully go away. 

Mr. McCrery. But with respect to the time limit, you are antici- 
pating some sort of limitation on the amount of time that a recipi- 
ent could continue to receive AFDC while he is working? 

Mr. Townsend. I believe our Governor has proposed a 2-year 
time limit. 

Mr. Hobbs. Mr. Chairman, could I correct the record if I 
misspoke? 

Mr. McCrery. Sure. 

Mr. Hobbs. The Jobs Plus Program doesn’t have any time limit 
for participation. Once a person goes into Jobs Plus, they stay 
there, they don’t go back on benefits. The training assignment is 
6 to 9 months. But if that one doesn’t work out, they go into an- 
other training assignment. 

Also, at any time during a training assignment either the em- 
ployer or the participant can bail out of that particular assignment. 
The employer gets another participant; the participant gets another 
employer. The object is to have people not fall back into the pure 
welfare system. 

Mr. McCrery. Under the Republican proposal, as you under- 
stand it, could you all have the kinds of programs that you cur- 
rently have, given the flexibility in the Republican proposal? 

Mr. Martin. My understanding of it, I would say, yes, but I have 
not read it thoroughly. My understanding of it. 

Mr. Townsend. It depends on what kinds of programs and rules 
would be set up by State as to whether we do that, but generally 
I would think that we could. One area, however, of concern is the 
very young mother who has children who maybe made a mistake, 
and if you prohibit paying any sort of aid to a teenage girl, that 
would change our process in California. 

Mr. Rangel. Parliamentary inquiry, Mr. Chairman. Exactly 
what Republican proposal 8ire you referring to? 

Mr. McCrery. I qualified that by saying as you understand it. 
That is all I am looking for. 

Mr. Rangel. I just hope that you will be a little kind to me when 
I have confusion in understanding exactly what proposal we are 
working from. 

Mr. McCrery. We are all confused and are trying to tear our 
way out of that wet paper bag. Part of the confusion is the web of 
entanglement that the Federal Government has given the States to 
work within for the last 30 years. So it is kind of confusing. 

Generally, though, you would be satisfied if we basically block 
granted the cash to the States and allowed you within certain pa- 
rameters to create your own program similar to the one that you 
are already pursuing in your States? 

And I understand Mr. Rangel’s question about you wouldn’t want 
specific requirements like the under 18 rule, although I would 
point out that is prospective only. You wouldn’t have to take people 
off AFDC who are currently on who are below the age of 18. 

Mr. Ford. Would the Chairman yield? 

Also, the Personal Responsibility Act removes any requirement to 
provide education and training and Mr. Martin responded, and I 
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thought he mentioned earlier in his testimony, that education and 
training was a component of what you were doing in Virginia. 

Mr. Martin. At the start, we believed that basic acade^nics are 
very important and I addressed that first. Then I said duung the 
benefits period job training is a very important part of it. 

Mr. McCrery. We have two directions from which to come as the 
Federal Government. On the one hand we can direct the States 
what to include, in other words, what payments they must make, 
and from the other direction we can tell the States a category that 
they cannot pay. So you see we are both working here trying to fig- 
ure out what the Federal Government should do from both direc- 
tions, and I appreciate the testimony of the witnesses today trying 
to help us with that. 

Mr. English will inquire. 

Mr. English. Thank you, Mr. Chairman. I have no questions of 
the panel. 

Mr. McCrery. Mr. Levin. 

Mr. Levin. Thank you. I am not sure there is an answer to your 
question about block granting in part perhaps because the time ran 
out, in part perhaps because it is not clear with what funding, for 
example. How about a block grant with a 5-year freeze, including 
on job training, job placement funds? 

Mr. Townsend. Again, I very much question putting a limitation 
on something that can eliminate your basic problem. If something 
is cost beneficial, wouldn’t we want to invest more in it? There are 
things that can happen in a State and it depends on how you cal- 
culate the amount of the block grant and how that is established. 

Eve^ time I have seen a block grant from a local administration 
level, it is something that gets cut down year after year. So that 
can cause very definite financial hardships unless you embed cri- 
teria which takes into account the economic situation of the States, 
the percentage of individuals in poverty and growth of the general 
population in an individual State. 

Mr. Levin. I just hope everybody hears that because the River- 
side program has made some real progress. So I think we ought to 
take Mr. Townsend’s perspective seriously in terms of the problems 
with a block grant. 

Mr. Stangler, you said more or less the same thing. You are wor- 
ried about a freeze on funds that relate to the JOBS aspects of the 
program — I think that is what you said. 

Mr. Townsend. That is true. In our county, just with the money 
that I manage, the AFDC part and the JOBS money, just our local 
money we save about 75 cents net profit on the dollar, so we get 
about $1.75 back for every dollar we spend, not counting other gov- 
ernmental savings. 

If I were running a bank and you give me $1 and I give you back 
at the end of the year $1.75, you would be standing in line to give 
me more money. So why wouldn’t the Federal Government want to 
do that? 

Mr. Levin. Let me ask a bit about Wisconsin. And I ask these 
questions sympathetically to every effort to link welfare and work. 
So my questions about the block grant comes from the vantage 
point, let’s do what works. And one of you said earlier, work worl^. 
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But we have to understand what it takes to make it work. So let 
me ask you, Ms. Rogers, in terms of the percentage of people who 
are eligible for a JOBS Program in Wisconsin, how many are in? 
As I understand it, there are about 80,000 families 

Ms. Rogers. 73,000 as of the most current count. 

Mr. Levin. What percentage of those is in the JOBS Program? 

Ms. Rogers. Of the AFDC caseload, we have slightly in excess 
of 54 percent enrolled in the JOBS Program. 

Mr. Levin. Fifty-four percent. But you said of those, 14,000 had 
an entered enrollment, l^at does that mean? 

Ms. Rogers. Entered employment. 

Mr. Levin. So while 54 percent are in the JOBS Program, of that 
54 percent, what percentage are in work settings? 

Ms. Rogers. Twenty-three percent. 

Mr. Levin. So 23 percent of the 73,000? 

Ms. Rogers. Twenty-three percent of the JOBS enrollees. And of 
those who are enrolled in JOBS Programs, about 23 percent are 
working while participating in the program itself. 

Mr. Levin. So 23 percent of the 69,000 are in an employment sit- 
uation? 

Ms. Rogers. Twenty-three percent of the JOBS enrollees are 
working. There were 69,000 individuals enrolled in JOBS in 1993. 

Mr. Levin. And of that 21 percent, 63 percent are working full 
time, 62 percent of the employment is being full time? So what per- 
centage — try to boil it down, because earlier, both Dr. Mead and 
Dr. Gueron said, don’t oversimplify what it takes to make these 
programs work, so I think we all need to be realistic. Mr. Town- 
send and all of you have been helpful. 

What percentage of those who are within the AFDC caseload net- 
work, 73,000, are now working full time or have been placed full 
time through your JOBS Program? 

Ms. Rogers. Twenty-three percent of all of the people who are 
enrolled in the JOBS Program are working full time. 

Mr. Levin. Just look at your written testimony. Maybe we will 
have to ask you to submit this for the record. It says in 1993, 

69.000 individuals enrolled in JOBS, a monthly average. Over 

14.000 of these enrollees, 21 percent, had entered employment that 
year, 63 percent being full time. 

Ms. Rogers. Sixty- three percent of the 21 percent were full time 
and the remainder were part time. 

Mr. Levin. So 63 percent of the 21 percent, so that would bring 
it down to about 15 — about 13 percent. Why don’t you do this, if 
you would, because the Wisconsin program is considered one of the 
models. 

If you would submit for the record, take the caseload in 1993, 
and how many of those 70,000 people or the total figure, the total 
group, how many of those ended up in a full-time job in 1993 — will 
you do that for the record? 

Ms. Rogers. Yes, I can. In 1993, while in the JOBS Program, 
14,477 people entered employment. 

Mr. Levin. And how many of those were full time? 

Ms. Rogers. Sixty-three percent. 

Mr. Levin. Of the 14,000? 

Ms. Rogers. Yes. 
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Mr. Levin. So that wovild be about 9,000 out of the total of 
80,000. 

Ms. Rogers. Were both working in the JOBS Program and work- 
ing full time. 

[The following was subsequently received;] 

There were 14,447 entered employments within the 54 percent of the total AFDC 
caseload enrolled in JOBS in 1993. This doesn’t include the 46 percent of our 1993 
caseload not enrolled in JOBS. Many of those caseloads not enrolled in JOBS either 
found employment on their own or were already working. 

Mr. Levin. Thank you. 

Mr. McCrery. Mrs. Kennelly. 

Mrs. Kennelly. Mr. Stangler, in 1988, I was on this same Com- 
mittee and worked very closely with the APWA in bringing forth 
the Family Support Act. Ms. Rogers said she has all the money in 
her State for the JOBS Program. We wished it had worked out bet- 
ter. 

Today you come before us and I hear you talk about goals. You 
want great flexibility for the States and you talk about goals and 
outcomes — somebody asked, what string do you want from the Fed- 
eral Gkivemment to the State government, and you said goals and 
criteria so we can get more people to work. 

My question to you is; Do you and does APWA feel that an enti- 
tlement is not necessary for AFDC? And possibly they would accept 
and you would accept the block grant approach. Is the entitlement 
idea no longer viable? 

Mr. Stangler. No. We have not taken any position on block 
grants or on ending entitlements. In our report last year, we did 
not propose ending any entitlements. We feel we need more detail 
on what the proposals are before we can take any positions. 

I am concerned about recessionary pressures. I am concerned 
that even as unemployment goes down, my food stamp caseload 
continues to increase because of the mix of jobs that are out there 
in the service economy and the manufacturing economy. We are not 
prepared to maike that leap. 

I remember your leadership also in 1988 and I too wish it had 
worked out better, but there are improvements we can make. The 
Federal Government has the role to set what are the national goals 
and what are the outcomes, whether that is participation or work 
or minimum standards of subsistence, but that the flexibility comes 
to the States in how we achieve those goals. 

Mrs. Kennelly. I think we are all very interested and we know 
that the American people are insisting that we put people to work 
and get people off the rolls. However, I have to warn you that here 
you are today as a witness and this is moving. 

We are going to markup — Mr. Chairman, is it February 6? — so 
I would hope the APWA gets a clear message to us on what they 
think. I have always thought they did extremely good work at 
home. 

Mr. Townsend, I congratulate you for your work. Can I ask you 
on the earned income tax credit, as you see people who are success- 
ful and you are taking them from welfare to work and sta 3 dng in 
the work world, have you seen any impact from the earned income 
tax credit? Was this something that was worthwhile? 



355 


It was in the budget proposal 2 years ago. I find in my own dis- 
trict, and this is something I have always championed, people don’t 
quite get what happened there. Do you in your program think that 
helps keep people off welfare, having the earned income tax credit? 

Mr. Townsend. When I want to know something, I go to my 
staff. What the counselors are telling me is that a pa3Tnent once 
a year doesn’t do it. A client can collapse and fall back on welfare 
before it is time to file your income return. Not many know about 
the monthly process and it is a pay- for- work driven system. If you 
are going to make earned income tax credits work right, you should 
make it easier and on a monthly basis. 

Mrs. Kennelly. We tried to get one line on the IRS form because 
it was one point — we looked at 1 percent of the people eligible were 
claiming it. You are telling me still there is a problem. Are you say- 
ing your monthly 

Mr. Townsend. More of an automatic monthly process. It doesn’t 
have that much of an impact thus far, but we are trying to work 
in a monthly process. I have changed procedures to try to send it 
that way, but it still depends on the client filling out the piece of 
paper. 

Mrs. Kennelly. And asking the employer to withhold? 

Mr. Townsend. Yes. That blows the cover about their poverty 
situation 

Mrs. Kennelly. By filling out that form, then the employer 
knows the straits that they are in? 

Mr. Townsend. It is a pretty good indication of AFDC status, al- 
though it could be poverty also. 

Mrs. Kennelly. You do think we should continue or you think 
it is a wash? 

Mr. Townsend. When you do something, I think you ought to 
evaluate it. The latest changes that have occurred, I think we need 
to see how that works out. There may be other changes. 

Mrs. Kennelly. With your successful record, would you watch it 
so I can call and ask you if you have any more suggestions; because 
this is something I have always looked at, is helping people stay 
off welfare, and it costs a lot of taxpayer dollars. 

Ms. Rogers. I don’t think we have done much of a job of market- 
ing the earned income tax credits. It is more valuable with recent 
legislation that makes it worth more. For an average AFDC family 
earning very near minimum wage, it is worth several thousand dol- 
lars. 

Mrs. Kennelly. That is my point. 

Ms. Rogers. I concur it is critical that they go through the appli- 
cation process so they can have the benefit of it monthly. It is not 
enough to wait until the end of the year. 

Mrs. Kennelly. Thank you very much. I thank the panel. They 
have been excellent. 

Mr. McCrery. Mr. Rangel. 

Mr. Rangel. What was the process in getting a waiver for this 
sucessful program administered by the Riverside County Depart- 
ment? 

Mr. Townsend. I think this is a lesson for the Federal Gk)vem- 
ment. When we adopted the GAIN Program, the State legislature 
deliberately encouraged each county to try something different, to 
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build a plan that met the individual needs of their county and then 
put $12 million into research to find out what the advantages of 
the different approaches are. I think that was very wise on their 
part and we have at the local level appreciated that freedom and 
latitude to experiment. 

Mr. Rangel. Did you have any restrictions on what they could 
come up with? In other words, would the Governors just allow what 
you are requesting of this legislative body or would your State leg- 
islature allow the counties to receive the money directly and be 
flexible and creative and just do what they want? 

Mr. Townsend. They have given us flexibility thus far in how we 
run the GAIN Program. I haven’t noticed a lot of flexibility in mak- 
ing rules different by individual counties in the administration of 
welfare. But that is because I think the Federal Government has 
a requirement we keep running into called statewideness, so there 
is a string on Federal money for AFDC that we cannot vary from 
one local government to another that the State plan must be state- 
wide and have some things in common. 

Mr. Rangel. If we broke that lunbilical cord from the Federal to 
the States, would the Governors be willing to do the same for the 
counties, do you think? 

Mr. Townsend. That is one burden we could put on them if 
given the opportunity. 

Mr. Rangel. Suppose we tied the flexibility that the Federal 
Government is giving to the States to the Governors who would 
then give it to the counties, would you support that? 

Mr. Townsend. I am concerned about leveraging poverty clients 
from one local jurisdiction, from one State jurisdiction to another. 
We could have a game of who is the most punitive in developing 
eligibility rules. I don’t think that is what we entirely want. I 
would like to see welfare recipients become successful wherever 
they are in the community they are in currently. 

Mr. Rangel. Is there anything that you see the Federal role in 
besides just giving the block grant? 

Mr. Townsend. I think you must set what you want and perhaps 
entertain financial incentives to those who achieve what you want. 
If you want people off of welfare, say so. If you want welfare recipi- 
ents earning and doing their best to support themselves, say that 
in statute, but thus far that has not occurred. 

Mr. McCrery. Mr. Ford. 

Mr. Ford. Mr. Townsend, in your experience, is it the welfare re- 
cipient that doesn’t want to work or is it the inability to hold a job 
in these low- wage markets? 

Mr. Townsend. I don’t think it is one way or another. We have 
welfare recipients, some of whom have worked hard and long, some 
have dabbled at employment, some have not been employed at all. 
I think that if I had to name a figure from talking with all my 
staff, and I do that, it is about 85 percent of our clients do want 
to be off welfare and they have this desire in varying degrees, but 
I would say they commonly would like to have some successful em- 
ployment. 

Mr. Ford. Eighty-five percent that want to be off of welfare? 

Mr. Townsend. Yes, that want to be off of welfare, that want to 
support themselves. We have a very small percentage, 10 to 15 per- 
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cent, who are professional, who are capable but would like to be 
supported on welfare. 

Mr. Ford. A one-size-fits-all theory doesn’t accommodate the dif- 
ferent innovative things necessary to respond to the needs that are 
out there, right? A one-size-fits-all program doesn’t necessarily 
work for the welfare population? 

Mr. Townsend. We have clients who are self-motivated and 
about half our clients, we get employed in the first 30 days. Others 
we have to work with. Some don’t have the level of education. Our 
average for those without high school education is 5.5 at the grade 
level. To have them be successful on the employment side, we need 
to work them up to about a 9th grade level of education so they 
can understand the math and the job instructions accurately. So it 
isn’t just one situation. We need to tailor our plan. We enter into 
a plan with each GAIN participant as to what they want and we 
discuss that and then we deliver services accordingly. 

Mr. Ford. Denying benefits to children born to teenaged moth- 
ers, that is in this Personal Responsibility Act. What are your com- 
ments on that, Mr. Townsend? 

Mr. Townsend. I am going to answer it indirectly. One thing I 
am proud of as a U.S. citizen is, thus far, we have had a record 
of caring about children. That lesson is driven home when I go to 
other countries and I see children on the streets wrapped in rags, 
and find in America and have found thus far that that is not true. 
I would hope that we would not attack infants and small children 
because of the age and decisions of their mother. 

Mr. Ford. Linking welfare to work is something we want to do 
but we still would like to protect the child; is that correct? 

Mr. Townsend. I would hope we would do that. 

Mr. Ford. In other words, the Personal Responsibility Act would 
have States enact massive public work programs. Could you create 
this public workfare component with what you are doing with Riv- 
erside today? 

Mr. Townsend. I have found it to be a waste of time. When we 
set up the GAIN Program, I met and conferred with a lot of dif- 
ferent labor organizations in our country. We talked with a lot of 
public employers to identify some sites where a client can work off 
their grant. 

We only needed to place somewhere between 40 and 100 recipi- 
ents into workfare sites. This year, we are looking at putting 9,000 
individuals into unsubsidized, paid emplo 3 Tnent mostly in the pri- 
vate sector. We haven’t found a limit for that yet even when their 
unemplo 3 Tnent rate went up to 15.7 percent. 

Mr. Ford. Thank you, Mr. Chairman. 

Mr. McCrery. Does any other Member wish to inquire further? 

Ladies and gentlemen of the panel, we appreciate your being 
with us today and sharing with us your experience. We look for- 
ward to using the information you have given us today to try to 
work out a plan for this country that makes sense and that does 
provide that crucial safety net for those who need it. 

Thank you very much. 

[Whereupon, at 3:15 p.m., the hearing was adjourned, to recon- 
vene at 9 a.m., Friday, January 27, 1995.] 




WELFARE REFORM— SUPPLEMENTAL 
SECURITY INCOME 


FRroAY, JANUARY 27, 1995 

House of Representatives, 

Committee on Ways and Means, 
Subcommittee on Human Resources, 

Washington, DC. 

The Subcommittee met, pursuant to call, at 9:05 a.m., in room 
1100, Longworth House Office Building, Hon. E. Clay Shaw, Jr. 
(Chairman of the Subcommittee) presiding. 

Chairman Shaw. If the Members and the guests will take their 
seats, we will proceed with this morning’s hearing which I have 
called to order. 

Thank you very much, and good morning and welcome to all of 
you. As I look around this room this morning, I notice that some 
of you have made an extra effort to be here this morning. Your ap- 
pearance here with us is deeply appreciated. I hope you get a lot 
out of today’s hearing, as I am sure the Members will, too. 

I met yesterday with Marcia Bristo who is the president of the 
National Council on Disabilities. I will tell our ^ests this morning 
the same thing I told Ms. Bristo yesterday. It is not our intention 
to diminish the benefits of anyone who has severe disabilities and 
is deserving of those benefits. 

Millions of deserving Americans with disabilities and millions of 
deserving elderly Americans are helped by the Supplemental Secu- 
rity Income Program. But there is now overwhelming evidence that 
SSI is abused. For more than 1 year now, the Ways and Means 
Committee has been confronted with evidence that hundreds of 
thousands of people with questionable claims are receiving SSI 
cash benefits and in upward of 80 percent of those cases, Medicaid 
as well. For each person on SSI and Medicaid, taxpayers spend a 
minimum of $10,000 per year, and many who receive those benefits 
are entitled to every bit of that expense. 

Last year, the Commissioner of Social Security told us that few 
people ever leave SSI. So when we admit people to the rolls, they 
receive the benefits anywhere from 10, 20, 30 years or even more. 
When we admit a child, he or she could be on the rolls for upward 
of over 50 years, consviming more than half a million dollars’ worth 
of benefits during that period. 

We on the Ways and Means Committee are stewards of the Na- 
tion’s tax dollars. It is our responsibility to make sure that good 
and worthy programs that actually help deserving people are not 
undermined by the few who would take advantage of their tax- 
paying fellow citizens by deceptively qualifying for programs for 
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which they are not entitled. Even more important, we are respon- 
sible for reviewing these programs and determining whether the 
various categories of people now receiving welfare benefits actually 
deserve them. 

The purpose of today’s hearing is to continue this review process 
before introducing legislation designed to amend the SSI Program. 
There are three issues about which Republicans are especially con- 
cerned and about which Democrats are especially concerned. 

First, it is our view that noncitizens should not qualify for wel- 
fare benefits. That is an issue which is going to be hotly debated, 
I am sure, as this process goes forward. Our Nation offers immi- 
grants an incredible opportunity: Come to the Nation with the most 
individual freedom of any Nation on Earth and join an economy 
that has produced a net increase of 54 million jobs since 1960. In 
return, we ask for only two things; first, obey our laws, and second, 
become a citizen before using our welfare system. This is a Repub- 
lican policy. It is supported by the American people. It is clear, it 
is fair, and it is my intention to pass it. 

The second group of SSI recipients that concerns us is alcoholics 
and addicts. The principle that is guiding Republican reform of SSI 
for addicts is straightforward. People who have no disabling condi- 
tion except addiction to alcohol or illegal drugs should not be given 
a guaranteed annual cash benefit and guaranteed medical care by 
the Federal Government. 

Again, our intent is clear and fair. We will end cash benefits for 
addicts. Some observers think it is wise to pay for treatment for ad- 
dicts to help them recover and to curb the destruction they have 
caused and brought upon their families, themselves, and their com- 
munities. We are carefully considering this argument and look for- 
ward to hearing testimony about it. 

The third group of SSI recipients we want to examine is children. 
Americans do not want to deny benefits to children who are truly 
disabled. But as we will hear this morning, it appears that at least 
some parents have taken advantage of the foggy SSI guidelines for 
children in order to receive cash benefits and medical coverage they 
do not deserve. Just this week, we read in the Baltimore “Sun” 
about a woman who collected nine SSI checks for herself, her 
common-law husband, and all seven of her children. Her take was 
$46,716 in tax-free income per year. 

That many people are exploiting this program, especially since 
the 1990 Supreme Court decision had the effect of loosening quali- 
fication guidelines, is suggested by the explosive growth of SSI. In 
1989, there were 300,000 children on the program. By 1993, there 
were 740,000 — a growth of 150 percent in just 4 years. What the 
next 4 years will bring depends in large part on the actions taken 
by this Committee in the next few weeks. 

I want to commend my colleagues, Mr. McCrery and Mr. Klecz- 
ka, for the continuing leadership that they have shown in the re- 
form of SSI children’s benefits. Their efforts on this crucial issue 
exemplify the kind of thoughtful and bipartisan approach Congress 
should take on welfare reform. I hope others follow their example. 

By contrast, I have noticed an unusual number of fraudulent and 
exaggerated claims about what the Republicans intend to do in re- 
forming the SSI Program. Whenever Congress reviews programs 



361 


for disabled citizens, especially when the elderly and children are 
involved, the possibilities for exaggeration and political mischief 
are unlimited. 

I hope the members of the press and the American public will at- 
tend to our words and actions, and not speculation and rumor. In 
our Committee, following the thoughtful bipartisan example set by 
Mr. McCrery and Mr. Kleczka, we will be able to achieve the deli- 
cate balance between the needs of our poor disabled citizens and 
the interests of the Federal taxpayers. 

Before I recognize the minority, and Mr. Stark, I understand is 
going to be giving your opening remarks this morning, I would like 
to introduce our newest stafFperson on the majority side, Jona 
Turner. 

We welcome you to the Committee. Thank you for being with us. 

Mr. Ford. 

Mr. Ford. Thank you very much, Mr. Chairman. And we wel- 
come the opportunity to review the Supplemental Security Income 
provisions in the three areas you stated in your opening statement. 

This side of the aisle would join with you and the majority side 
of this Committee and ask that we move very cautiously in these 
areas and make sure that we study the facts and the evidence that 
would lead us to make whatever changes that would be necessary 
so we would not impact the lives of the elderly and the children 
in this country who are in need as we make quick decisions in mov- 
ing on this welfare reform package. 

And at this time, I would like to yield to my colleague from Cali- 
fornia, who will have the opening remarks, Pete Stark. 

Mr. Stark. I thank the distinguished Ranking Member and the 
Chairman for recognizing me. I know that the Chair was looking 
back at some ancient history this morning and if he recalls in that 
1976 picture, I think it was then that Bill Ketchum was Ranking 
Member and I chaired this Subcommittee. We wrote the reforms 
for eligibility limitations for aliens under a variety of welfare pro- 
grams in this country, extending to 5 years the date for eligibility, 
and so forth, done in, I think, a fair and bipartisan manner. And 
I want to commend the Chair for starting off in that same manner. 

I want to preface my remarks by suggesting that no one can 
countenance fraud or waste, but I do want to bring up some con- 
cerns. I hope in our anticipation of punishing people who abuse the 
system, that we will not harm those that I think we all agree must 
be protected. 

There is the concern of legal and illegal aliens. I raise this ques- 
tion not in a pejorative sense, but there is some complication, if not 
confusion, as to which bill we might be dealing with. Are we deal- 
ing with H.R. 4 under the Contract? Will we be dealing under de 
novo legislation? And, if so, I would like to admonish my colleagues 
we have to be concerned for immigrants who are legally in this 
country and who have paid their taxes. They have served in the 
military and would qualify for a variety of benefits which I think 
we all agree would be fair. They may be impoverished seniors. 
They may be disabled adults. We should be concerned that we not 
unfairly withhold benefits which they have earned. 

There is, under the plan as I understand it, perhaps close to 1 
million people, 887,000 disabled children who would lose cash pay- 
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merits. I am curious to see how the various services that are need- 
ed for those children will be protected. Those of us who don’t have 
disabilities or who will not admit to them publicly, realize that we 
are just temporarily among the quick and healthy and nimble. 

And interestingly, disabilities have absolutely no prejudice. They 
do not recognize sex, age, race, social status, political affiliation. I 
hope we will keep not only the television extravaganza we are 
about to see, but the testimony of the last witness who is a dis- 
abled person, in mind as we go along. 

I have some other concerns that are technical, and I would like 
to get them out here. H.R. 4 caps Federal funding to the SSI Pro- 
gram. Now, when you cap it, it is conceivable that fvmds could run 
out in the ninth month of a fiscal year. My concern is for the 3 mil- 
lion seniors, who are extremely poor, who require those SSI pay- 
ments to exist. We must protect that stream of income for this very 
fragile group of the population. 

There is some ambiguity, for example, in the elderly SSI bene- 
ficiaries who get automatic qualification for Medicaid which helps 
to pay their Medicare copa 3 nnents. I hope that we can all agree 
that we must protect that interrelationship between these pro- 
grams so that we do not cause harm to the people, the majority of 
the people, the fragile seniors and the very impoverished seniors to 
whom this program is principally directed. On the disability side, 
where much of the concern of today’s hearing exists, there is no 
question that we should refocus o\ir attention on eligibility and 
subsequent reexamination to determine that the need for disability 
payments continues. 

So I hope that my colleagues will complete this hearing as we 
started, with a bipartisan demonstration of our first panel. The his- 
tory of this Committee is to take into account the needs of people 
who rarely get the chance to be well represented before the entire 
body. These people have few or less wealthy advocates, and they 
are often the forgotten. I hope that we will take our responsibility 
seriously, and as the physicians say, our first responsibility is to 
do no harm. 

Thank you, Mr. Chairman for indulging me. 

Chairman Shaw. Thank you for a most thoughtful statement, 
and that historical perspective that you have given us. It was a 
1976 photograph I was looking at. You were in it. Mr. Rangel and 
Mr. Ford was in there with a considerable amount of hair, that I 
found very, very interesting. 

I would like to, at this point, make just a quick announcement 
about the panel that was scheduled to go last. I have changed the 
order. There is a youngster out there this morning that I think is 
going to have some trouble sitting through the length of the hear- 
ing that we would be having today, so the last panel will imme- 
diately follow the first panel. 

I would like to now introduce the first panel. 

Mr. Kleczka of Massachusetts and Mr. McCrery of — not Massa- 
chusetts. Give me some help. 

Mr. Kleczka. The dairy State. 

Chairman Shaw. Wisconsin. I am sorry. I am not even close. I 
am sorry. Mr. Kleczka of Wisconsin, who is himself a citizen of a 
State that has been very progressive. Massachusetts has been pro- 
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gressive, too, in the area of welfare reform. And Mr. McCrery of 
Louisiana. 

Gentlemen, if you would proceed as you see fit. The floor is 
yours. 

STATEMENT OF HON. JIM McCRERY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF LOUISIANA 

Mr. McCrery. Thank you, Mr. Chairman. 

And thank you, Mr. Stark, wherever you are. There he is on the 
phone. I appreciate your opening remarks and certainly, Mr. 
Kleczka and I plan to proceed in the spirit of both the remarks of 
our Chairman and Mr. Stark. 

Before Mr. Kleczka and I offer some thoughts on this subject, we 
thought it would be appropriate to play for the Members of the 
Subcommittee a program on ABC’s “Prime Time Live” that aired 
a few months ago on the subject of SSI disability for children. I 
think it will give you some idea of the scope of abuse in this pro- 
gram, as well as give you an idea of what our constituents have 
seen with respect to this program and why we are receiving phone 
calls and letters saying do something about this abuse. 

So, Mr. Chairman, with your permission, we will run the “Prime 
Time Live” segment to begin this hearing. 

[Showing videotape.] 

Mr. McCrery. Mr. Chairman, I will tell you that what you have 
just seen, a compilation of events that have taken place in the 
State of Arkansas, has been revealed to me through my investiga- 
tion to be the same in my State of Louisiana and, in fact, in Louisi- 
ana, the statistics are a little worse. The number of children on SSI 
disability since 1990 in Louisiana has more than tripled. 

So, I hope the Subcommittee can see from that presentation that 
there are problems in our SSI Disability Program for Children. I 
first became aware of the problems about 1 year ago when I was 
contacted by the area manager of disability determinations in my 
district, Wayne Parker, and he will be addressing this Subcommit- 
tee a little later. He came to my office and wanted to talk to me 
about the SSI Children’s Program. 

Not long after that, I met with several teachers around my dis- 
trict who had called me independent from Mr. Parker and inde- 
pendently among themselves. What I learned from all those meet- 
ings and from other research investigation, is that this program is 
the epitome of what American citizens are sick and tired of. A well- 
intended but badly designed and abused Federal welfare program. 
Governor Weld was not wrong when he pointed out to this Commit- 
tee that the SSI Program is a prime example of Federal welfare 
mismanagement. 

Before I describe the problems further, let me emphasize that I 
am not here today to propose that we abandon the many children 
and families who truly need disability assistance. In fact, most of 
the families being served by this program require some form of as- 
sistance to meet the extraordinary challenges of their daily lives. 
I understand and s 5 Tnpathize with the trials they face and I am 
confident that the proposal that Mr. Kleczka and I will talk about 
today will not jeopardize their caire. 
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Frankly, the SSI Children’s Program has grown out of control 
and well beyond helping truly needy children. The lethal combina- 
tion of generous cash benefits, cash benefits that are far in excess 
of AFDC, loose eligibility criteria, and the lack of proper congres- 
sional oversight inherent in all welfare entitlement programs has 
resulted in explosive program growth and widespread abuse. Since 
eligibility criteria were liberalized, the SSI Children’s Program has 
grown from serving approximately 300,000 children in 1989, to 
over 880,000 in 1994, almost tripling. 

Mr. Chairman, as I said, in Louisiana, we have more than tripled 
the children on this program since 1989. The growing cost of SSI, 
and that is important, but it is not nearly as devastating as the im- 
pact this program is having on some of our children and on our 
schools. Because of this program, many children are being urged to 
neglect and, indeed, sabotage their education. I should emphasize 
that most of these children come from very poor families where 
their only chance for a successful future is through education. 

Teachers are increasingly frustrated as children purposefully dis- 
rupt class in an attempt to appear emotionally or behaviorally im- 
paired. In addition, otherwise healthy children are being placed on 
medications to treat mental illnesses that simply do not exist, 
while other children are not being treated for fear that SSI checks 
will stop arriving in the mailbox. We have got to do something 
about this. 

I, along with my colleague, Mr. Kleczka, will soon introduce leg- 
islation aimed at stopping the abuse while preserving the beneficial 
components of SSI. The children’s program must be redesigned so 
that all the truly disabled children with severe impairments are 
served. 

I believe we can effect positive change by basing eligibility on ob- 
jective medical criteria. Removing the individualized functional as- 
sessment of a child’s ability to act in an age-appropriate manner 
is critical to our successful reforms. At the same time, we must 
eliminate the cash benefit, except in cases where the child would 
otherwise require institutional care in the absence of a parent or 
guardian. 

In the place of direct cash assistance, we should send States a 
block grant to be used for the unmet needs of SSI children. Medic- 
aid, the Administration on Developmental Disabilities Programs 
and the Children with Special Health Care Needs Block Grant Pro- 
grams are good examples of State’s ability to administer programs 
for children who truly need our help. Children on SSI would auto- 
matically continue to be qualified for those programs. 

This is a sensitive subject, there is no doubt about it. Perhaps 
most of us would rather not address this program. But I don’t be- 
lieve it can be ignored any longer. 

While some may say that I and Mr. Kleczka are antichild for 
changing the nature of this program, I can think of nothing more 
antichild than permitting the status quo to continue. 

I am looking forward to hearing from other panelists today and 
Mr. Kleczka and I look forward to working with the Members of 
this Subcommittee. 

[The prepared statement follows:] 
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Testimony of the Honorable Jim McCrery 
Before the Subcommittee on Human Resources 
House Ways and Means Committee 
January 27, 1995 


Mr. Chairman and my colleagues on the Committee, 

Thank you for allowing me to speak to you this morning. I am 
here this morning to discuss what ought to be included in any 
discussion of welfare reform — the Supplemental Security Income 
program for children with disabilities. 

About a year ago, I was contacted by the area manager of 
Disability Determinations in my district, Mr. Wayne Parker, who will 
be addressing this committee a little later, concerning the SSI 
children's program. Not long after that, I met with several teachers 
concerning this same subject. What 1 learned from those meetings 
and from my own research and investigation into the SSI children's 
program is that this program is the epitome of what Americans are 
so very tired of— a well-intended, but badly designed and abused 
federal welfare program. Governor Weld was not wrong when he 
pointed out to this committee that the SSI program is a prime 
example of federal welfare mismanagement. 

Before I describe the problems surrounding this program, let 
me emphasize that I am not here today to propose we abandon the 
many children and families who need disability assistance. In fact, 
most of the families being served by this program require some form 
of assistance to meet the extraordinary challenges of their daily lives. 
I understand and sympathize with the trials they face and I am 
confident the proposal I will outline for you today will not jeopardize 
their care. 

Frankly, the SSI children's program has grown out of control 
and well beyond helping truly needy children. The lethal 
combination of generous cash benefits, loose eligibility criteria, and 
the lack of proper congressional oversight inherent in all welfare 
entitlement programs has resulted in explosive program growth and 
widespread abuse. Since eligibility criteria were liberalized, the SSI 
children's program has grown from serving approximately .100.000 
children in 1989 to over 880,000 in 1994. Mr. Chairman, that is a 
100 percent increase over five years! In my state of Louisiana, the 
SSI children's population has grown from 12,000 in 1989 to 18,000 
in 1994 - a 116 percent increase. The total cost of this program has 
tripled since 1990 and is now about $4.5 billion. 

The growing costs of SSI, while important, are not nearly as 
devastating as its impact on our children and in our schoolrooms. 
Because of this program, many children are being urged to neglect 
and indeed sabotage their education. I should emphasize that most 
of these children come from very poor families where their only 
chance for a successful future is through a good education. Teachers 
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are increasingly frustrated as children purposely disrupt class in an 
attempt to appear to be emotionally or behaviorally impaired. In 
addition, otherwise healthy children are being placed on medications 
to treat mental illnesses that simply do not exist, while other 
children are not being treated for fear that SSI checks will stop 
arriving in the mailbox. What a tragedy. 

We ought to do something about this. I will soon introduce 
legislation aimed at slopping the abuse while preserving the 
beneficial components of SSI. The children’s program must be 
redesigned so that only the truly disabled children with severe 
impairments are served. I believe we can effect positive change by 
basing eligibility on objective medical criteria. Removing the 
subjective and controversial Individualized Functional Assessment of 
a child’s ability to act in an “age appropriate” manner is critical. 

At the same time, we must eliminate the cash benefit, except in 
cases where the child would otherwise require institutional care in 
the absence of a parent. In the place of direct cash assistance, we 

should send states a block grant to be used for the unmet needs of 
SSI children. Medicaid, the individuals with Disabilities Education Act 
and the Children with Special Health Care Needs block grant program, 
are good examples of the States’ ability to administer assistance to 
disabled children who truly need our help. Children on SSI would 
continue to automatically qualify for these programs. 

This is a sensitive subject, no doubt -- one which perhaps most 
politicians would rather not address -- but it can no longer be 
ignored. While some may say I am "anti-child” for changing the 
nature of the program, 1 can think of nothing more anti-child than 
permitting the status quo to continue. I am looking forward to 
hearing from other panelists about this program and my ideas for 
reform. 1 look forward to working with Congressman Kleczka to 
fashion a bipartisan solution that accomplishes our shared goal of 
reforming this reckless program without jeopardizing the health and 
welfare of truly disabled children throughout our nation. 

Thank you again for letting me speak before you today. 
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Chairman Shaw. The gentleman from Wisconsin. 

STATEMENT OF HON. GERALD D. KLECZKA, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF WISCONSIN 

Mr. Kleczka. Mr. Chairman and Members, during the last few 
years, public attention has begun to focus on the enormous prob- 
lems in the Supplemental Security Income Program. Over 15 
months ago, I first came to the Subcommittee to mention reports 
I had heard about the failings of the SSI Children’s Program. 
While public attention often focuses on allegations of fraud and 
abuse and, in fact, my original testimony did so last year, an exten- 
sive examination of the program has shown that the problems run 
much deeper. 

SSI for children is a rudderless program. It has no clear congres- 
sional direction. Under the adult SSI Program, benefits are ex- 
tended in order to supplement income that cannot be earned due 
to a disability. However, payments to children must serve another 
function because children are not expected to support themselves. 
The key problem is that the current SSI Program fails to state ade- 
quately what providing assistance to these children is really meant 
to achieve. 

Lacking clear direction, the program often fails to serve a con- 
structive purpose. It is impossible to talk about abusive payments 
when there is no clear statement how these payments should be 
used. The lack of clarity has led to what we have today, a program 
that is out of control. Therefore, providing direction to the program 
should be the focus of the SSI reform. 

We, as Members of Confess, have to answer two questions: Who 
should qualify for this assistance, and what is the appropriate form 
and use of this assistance? 

As the Chairman has said, and as Mr. McCrery has said, and I 
agree, that in answering these questions we must ensure that the 
final result is a system which meets the needs of all seriously dis- 
abled low-income children in a constructive manner. This must be 
the bottom line of any reform proposal. 

We all know this is a complicated issue. I have been working on 
it for iy 2 years, and in recent months have been working with Mr. 
McCrery in an effort to agree on a plan for reform. It is clear we 
agree on the purpose of reform, however, we currently have dif- 
ferent approaches for achieving the same goal. 

I am hoping that we will be able to work together in the days 
ahead to find a single bipartisan approach that will make SSI for 
children an effective, constructive program which helps children 
maximize their opportunities, where possible, to become self- 
supporting. 

In my written testimony, Mr. Chairman, I highlight problems in 
the program and outline a proposal for reform. This proposal seeks 
to capitalize on existing resources to meet the disability-related 
needs of all low-income seriously disabled children. My plan would 
replace cash assistance, retain current Medicaid coverage, and in- 
stitute a supplemental Medicaid plan designed to cover items and 
services that seriously disabled children desperately need. 

An example of items that could be covered would be ramps, tele- 
communication devices, TDDs, special clothing, child care on week- 
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ends so the folks can go out, and things of that nature would be 
envisioned under the Medicaid Plus Plan. 

The plan is designed to avoid creating a new bureaucracy and to 
leave substantial responsibility and flexibility to the States in ad- 
ministering this program. 

This proposal also looks to redefine the definition of disability to 
ensure that seriously disabled children are the recipients of assist- 
ance. I believe that we must take a careful look at the individual- 
ized functional assessment process which was put in place by the 
Supreme Court Zebley decision. Experts I have spoken with have 
questioned the subjectivity of this process. In fact, GAO is expected 
to release a report soon which raises serious questions as to wheth- 
er the IFA process is inherently flawed. 

I believe we should require the Social Security Administration to 
review cases regularly to see if a recipient’s condition has im- 
proved. This is particularly important in the case of children whose 
condition can change rapidly. I realize this comes with administra- 
tive costs, however, reviews generally pay for themselves by the 
benefits that are saved. 

The proposal calls for the incorporation of Medicaid divestiture 
language in the SSI Program. I recently came across a case involv- 
ing a child applicant. The family of the child received a $12,000 in- 
heritance from the child’s paternal grandfather who had passed 
away. This inheritance would certainly have made the child finan- 
cially ineligible for assistance. However, the family spent $3,000 of 
the inheritance and gave $9,000 to the maternal grandfather which 
is the majority of the inheritance, and therefore the child was 
awarded SSI benefits. This divestiture language from the Medicaid 
Program is designed to prevent this situation from occurring. 

This proposal is aimed to achieve one bottom line: To serve the 
needs of all seriously disabled low-income children in a constructive 
manner. It is a blueprint of one way to achieve the goal, and I look 
forward to working with Mr. McCrery, with the Committee, with 
groups of interested citizens and advocates to design a program 
that will work. 

It is easy to come and to criticize those who propose reform. But 
it is harder to come forward with reform proposals. And so the ad- 
vocates that will follow us, I ask them to give us some idea how 
we can change the program, correct some of the worst abuses, 
while still providing for children who need it. 

Mr. Chairman, I again look forward to working with the Commit- 
tee. Hopefully, we can make this part of the welfare reform pro- 
posal which the Committee is working on now. 

[The prepared statement follows:] 
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statement of Congressman Gerald D. Kleczka 
Before the Homan Resonrces Snbcommittee 
January 27, 1995 


Mr. Chairman, I would like to commend you for holding this hearing today and 
thank you for inviting me to testily. Over the last few years, public attention has begun 
to focus on the enormous problems in the Supplemental Security Income (SSI) program. 
Over 15 months ago, I first came before this Subcommittee to mention reports I had 
heard about the failings of the child SSI program. While public attention often focuses 
on allegations of fraud and abuse - and, in fact, my original testimony trom last year 
did so — the extensive examination of the program has shown the problems run at a 
deeper level. 

SSI for children is a rudderless program. It has no clear congressional direction. 
Benefits are extended to low-income disabled adults to supplement Income that they 
cannot earn due to their disabilities. Payments to disabled children, however, must 
serve another ftinction because children are not expected to support themselves. The 
key problem is that the current SSI program fails to adequately state what providing 
assistance to these children is meant to achieve. Lacking clear direction, the program 
often fails to serve a constructive purpose. It is impossible to talk about abuse of 
payments, therefore, when there is no clear statement of how those payments should be 
used. The lack of clarity has led to what we have today ~ a program growing out of 
control. 

Therefore, providing direction to this program should be the focus of child SSI 
reform. We should answer the two questions: (1) who should qualify for assistance?; 
and (2) what is the appropriate form and use for this assistance? In answering these 
questions we must ensure that the final result is a system which serves the needs of all 
seriously disabled low-income children in a constructive manner. This must be the 
bottom line of any reform proposal. 

As you know, Mr. Chairman, this is a complicated issue. That is why we have 
been considering it for so long. My colleague, Mr. McCreiy, and I have been engaged 
in discussions on this issue, and I have eiyoyed working withhimonthismatter. Itis 
clear that we agree on the basic purpose of reform. However, we currently have 
different approaches for achieving the same goal. I am hopeful that we will be able to 
work together in the days ahead to find a single bipartisan approach that will make SSI 
for children an effective, constructive program which helps children maximize their 
opportunities to become self-supporting. I would now like to take this opportunity to 
present some background information and outline my ideas about how to improve this 
program. 


Background 

SSI was created as part of the 1972 amendments to the Social Security Act (P.L. 
92-603). It began providing assistance to low-income disabled, blind, and aged 
individuals in 1974. Since then, SSI has grown into a $24 billion program serving more 
than 6 million people. In 1995, individual SSI recipients will be eligible for up to $458 
per month in federal assistance plus an optional state cash supplement and Medicaid 
coverage. 

Inclusion of Children; When the program was developed in 1971, there was 
significant debate over whether children should be eligible. The House thought so, and 
the Ways and Means Committee wrote that disabled children ”are deserving of special 
assistance in order to help them become self-supporting members of our society.’ On 
the other hand, the Senate disagreed, stating that the lone difference between disabled 
and non-disabled children’s needs was in medical costs. Despite this difference of 
opinions, the House prevailed and the enacted bill allowed child eligibility for SSI. 
However, despite the House Ways and Means Committee’s clear intention that the funds 
be used to help qualifying children become self-supporting, the statute contained no 
requirement that the assistance be used to do so. 
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Definition of Disahilitv: For SSI purposes, an adult is deemed disabled: 

”ir he is unable to engage in any substantial gainful activity by reason of any 
medically determinable physical or mental impairment which can be expected to 
result in death or which has lasted or can be expected to last for a continuous 
period of not less than twelve months.* 

Substantial gainful activity (SGA) is generally defined as $500/month. A 
child can quality for SSI: 

‘if he suffers from any medically determinable physical or mental 
impairment of comparable severity’ to that of an adult. 

Pre-1990: For the first 16 years of the program, children were considered 
disabled if their impairments met or equalled the severity criteria listed in SSA’s 
medical standards (called a listing). Adults who did not quality under this test could 
still be found eligible under a residual functional capacity test based on their ability to 
engage in substantial gainfiil activity. This second level of evaluation was not applied to 
children because they generally do not work to support themselves. Thus, In December 
of 1989, only 296,000 children were in the program. 

The Zeblev Decision and Post- 1990: However, in February of 1990, the Supreme 
Court, in Sullivan v. Zeblev. issued a ruling which would have far-reaching implications 
for the SSI program for children. In this ruling, the Court determined that the Social 
Security Administration’s (SSA) regulations did not comply with the statute. The 
decision found that the evaiuation for children violated the 'comparable severity* clause 
of the law. Thus, the Court ordered SSA to adopt a process for children analogous to 
the adult procedures. SSA responded by adopting a second tier whereby children whose 
impairments do not meet the listing may still qualify through an individualized 
functional assessment (IFA), which compares the child’s behavior to that of unimpaired 
chiidren of the same age. Since the adoption of the IFA and a revised listing of 
childhood mental impairments (which was issued in December 1990), the number of 
children on SSI has almost tripled. 

Rationale for Reform 

SSl-Naw Provides Monthly Cash to Many Children with No Strings Attached; 
What began in 1974 with payments to just 71,000 children has grown to include almost 
900,000 children at a cost of over $4.45 billion each year. Most alarmingly, almost two- 
thirds of this increase has come in the last five years, and the program continues to 
grow today. 

Needs Direction from Congress; The HHS IG recently issued a report on this 
program. The IG found that the program lacked clear direction from Congress. 

Without a well-defined purpose, SSI provides cash to these children but does not require 
that the money be used constructively or for disability-related purposes. It is no wonder 
that so many problems have been reported, and that the public is demanding change. 
Specifically, the IG wrote that: 

** SSI does not consider the added costs to a family created by an impairment in 
determining a child’s eligibility. 

** neither the statute nor the regulations include a requirement that payments be 
used solely for the special needs of children with disabilities. 

** many of the children’s needs are being addressed, at least in part, by other 
assistance programs (such as food stamps, AFDC, and a variety of special 
education services). 
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In coDClndlng its report, the IG wrote: 

’We believe that the intent of the SSI program for children with dlsabiiities, and 
the manner in which some children are determined eligible by individualized ftanctional 
assessments need to be revisited by Congress.' 

Moral Hazard: With its lack of direction, the current system can create an awfbl 
dilemma for parents of disabled children. Should a child receive the treatment which 
could lead to self-sufficiency, his or her SSI eligibility would be threatened and the 
family could lose its monthly cash benefits. Thus, a system exists which provides a 
disin^tive for receiving treatment, llils disincentive falls the recipient and the 
program. 

Additionally, the existence of cash benefits can create an incentive for seeking 
classification as disabled. Along with this classification often comes a stigma which a 
child cannot easily overcome. Thus, if a child with a condition that can be expected to 
improve is classified as disabled, this can create a cycle of dependency and hamper 
fkirther development. 

Reports of Problems In the Program: My office and many other congressional 
offices have heard from a variety of sources {parents, teachers, social workers, school 
officials. Social Security workers, and administrative law judges) who have numerous 
concerns about the current program and accounts of problems. Reports such as these 
are too prevalent for a taxpayer-ftinded program: 

** the parents of a child with oppositional disruptive disorder reftise to 
allow the child counseling due to fear that the child’s condition might 
improve, and therefore the child would lose eligibility for benefits. 

** the parents of a child with attention deficit disorder refrain from giving 
the child Ritalin so as not to allow the medication to 'screw up his SSI.’ 

** a 16-year-old child who had a childhood illness and had been on SSI for 
quite a few years came into a Social Security office to report income ITom 
a job she had gotten. When asked about her disability, she said that she 
had none and the SSI payments were simply money that her mother gave 
her. 

Flaws In the Program; Reports abound of children with allegedly suspect 
disabilities quaiiljing for assistance. Behavior that could be addressed by parents or a 
school counselor can quality a child for more than $5000 a year in assistance (plus 
Medicaid in most stales). In fact, GAO found that 13J% of all child awards are for 
disabilities classified as behavior problems. Clearly, we should help families of low- 
income children with serious physical or mental disabilities. However, we should target 
this assistance to ensure that it used appropriately. 

Few If Any Reviews: The current system provides cash payments to children 
with behavioral problems, and, once a child gets on the program, even if he or she has a 
condition which could Improve, the child often remains on it without a review of 
disability until age 18. 

Households Can Have .Several Recipients: Currently, a number of members of a 
single household can receive maximum benefits. An SSA study found that there are at 
least 60 households in this country with 12 SSI recipients. At 1994 levels, such a 
household would receive a potential federal benefit of over $64,000 per year (plus the 
possibility of an additional state supplement and Medicaid coverage depending on the 
state). 


Attractive Benefits: Some suggest there are those who move from the Aid to 
Families with Dependent Children (AFDC) program to SSI in order to take advantage of 
SSI’s more generous benefit amounts. Hie HHS IG studied one sample of children on 
SSI in 1992 and projected that 58% were receiving AFDC benefits at the time of their 
SSI applications. 
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To illustrate, look at the State of Wisconsin using January 1994 benefit levels. A 
Wisconsin family of three (one mother and two children) on AFDC would receive $6,204 
annually. However, if one child qualified for SSI and the other child and mother 
remained on AFDC, the family would receive $11,652 annually, or an increase of 
$5,448. And, if both children qualify for SSI and the mother remained on AFDC, that 
family would receive $15,720 annually, or an increase of $9,516. 


Summary and Goals of Reform 
Snoplemental Needs Assistance For Disabled Children 


Summary; The bottom line of reform should be to find a system which serves the 
needs of seriously disabled children in a constructive manner. I believe that we should 
consider replacing the current monthly cash payments which have few requirements 
with a system that targets services directly to the needs of qualifying children. In so 
doing, we should ensure that this assistance plays a role in improving the long term 
outlooks of disabled children who could one day be self-supporting. Finally, we should 
only provide assistance to seriously disabled children. 

Therefore, my proposal for reform is focused on two central goals: 

(1) targeting the necessary assistance to seiionsfy disabled children; and, 

(2) amending existing coverage to provide additional medical services, durable 

goods, and other necessary items (rather than cash payments) to disabled 
children to maximize their opportunities to become self-supporting. 

The proposal achieves these two goals by building on existing resources. By 
supplementing Medicaid coverage, it constructively targets the necessary assistance to 
seriously disabled children. 


Specifics 

Medicaid Plus Replaces Cash Payment to Children: SSI payments are designed 
to replace income which a disabled, blind, or aged person cannot earn due to an 
impairment or age. Most children do not earn income to support themselves regardless 
of whether or not they are disabled. Therefore, for a child, there is generally no income 
to replace. Moreover, programs already exist to meet low-income children’s needs 
which do not arise from their disability. Under this proposal, cash assistance would be 
replaced with expanded medical coverage. Needs of qualifying children which result 
flrom disability and are not covered by Medicaid would be met under the Medicaid Plus 
program. 

The objective of this supplemental needs assistance is to target resources to 
qualifying disabled children so that their disability-related needs are met in a way that 
allows them to maximize the chances that they will one day achieve independence and 
engage in substantial gainful activity. The coverage for low-income disabled children 
would then concur with the Senate Finance Committee’s observation in 1972, that the 
needs of disabled children versus those of non-disabled children, 'are generally greater 
only in the area of health care expenses.' 

Medicaid Plus Services: For those recipients qualifying for Medicaid, a large 
portion of their medical needs are met through this coverage. Especially when one 
considers the Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) 
program, a wide range of services are included. Medicaid Plus would seek to provide 
those items which are not available under Medicaid coverage. Needs of the child which 
are disability-related would be covered. Examples could include home Improvements 
such as ramps, respite care, and medically-necessaiy computer equipment used to help a 
disabled child with functioning in society. It would be a goal of this program to assist 
the families of seriously disabled children in providing for them without the need of 
institutionalization. 
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Operation of Medicaid Plus: Medicaid Plus would supplement a state’s Medicaid 
services. The States would have substantial responsibility and flexibility in identifying 
the child’s disability-related needs and meeting these needs. Federal fUnds would match 
all state Medicaid Pius expenditures at the Medicaid rates. SSI eligibility would 
continue to be determined by the state disability determination services (medical) and 
SSA (financial). Ibus, Medicaid Pius assistancewould leverage existing resources and 
NOT create a new bureaucracy. 

SSI children choosing to utilize the supplemental Medicaid Plus coverage would 
have to undergo a screening under the EPSDT program. Hiis screening would seek to 
identify as many needs of the child as necessaiy. Other necessary items would be 
provided for, as identifled. 

Items provided for under Medicaid Plus would be capped at $2,500 dollars per 
year. Exceptions from an individual’s cap would be made for reasonable and medically- 
necessary capital expenses (such as ramps or other home improvement and computer 
equipment). These capital purchases would only be made at acceptable frequencies. 

Mandatory Redeterminalions! Before the 103rd Congress, there was no required 
review of continuing disability for SSI recipients. The result was a program that, for all 
practical purposes, provided possible lifetime benefits regardless of improvement in a 
recipient’s condition. In the last session, a mandatory review was Instituted for child 
recipients at the age of 18. However, this is still not frequent enough to protect 
taxpayer (finds. 

Iliis proposal includes a required redetermination for SSI children whose 
conditions might be expected to improve. This redetermination would occur at least 
every five years in an attempt to determine whether a disability continues. Children 
with qualifying disabilities for which improvement cannot be expected (such as those 
with Down’s Syndrome) would be exempted firom this redetermination requirement. 

Definition of Disability: The financial requirements for the program would be the 
same as for the current SSI program, with Medicaid asset divestiture rules applying. 
However, the definition of disability would be altered to clarify that only seriously 
disabled children should be receiving this assistance. I would not oppose eliminating the 
IFA process. Many of the experts I have spoken with question the subjectivity of this 
process, and GAO is expected to release a report soon which raises serious questions 
about whether the IFA process can be improved more than marginally or If it is 
Inherentiy flawed. 


Mr. Chairman, this is not an easy issue. There are no quick solutions. That is 
why I look forward to the work of Mr. McCreiy and this Subcommittee, as well as the 
comments of the others here today. My proposal is one way to approach this problem 
and I am hopeflil that constructive discussion to follow will lead to the formuiation of an 
answer which will meet the bottom line: serving the needs of all seriously disabled 
children in a constructive manner. 
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Chairman Shaw. Thank you very much, Jerry, and again my 
apologies for putting you in Massachusetts rather than Wisconsin. 

Mr. Kleczka. Some people in Wisconsin would like me to be 
from Massachusetts. 

Chairman Shaw. Be careful. I am apologizing. 

You and I have talked about the welfare system in Wisconsin. I 
certainly should have known better. And, Jerry, I want to thank 
you and Jim for taking the lead on this Committee in spotlighting 
some problems in a very important Federal financing fund, which 
has been abused, but must be preserved. The good parts must be 
preserved and it must be tightened up so the system cannot be 
gamed. 

Do any of the Members on either side have any questions of this 
panel? 

Mr. Rangel. Mr. Chairman. 

Chairman Shaw. Mr. Rangel. 

Mr. Rangel. I wanted to compliment the Chair and these wit- 
nesses for making it abundantly clear that they want to cut out the 
abuses and not the benefits for people who are eligible and who are 
qualified. I think that has been made clear. But I hope in the fu- 
ture as we move forward, that we can get rid of this mean-spirited 
language that makes it appear as though every program designed 
to give assistance to the poor, whether they are sick or whether 
they are kids, is going to become a Federal target under the new 
leadership. 

They are not as compassionate as you are in making it clear that 
we have abuse and we have to save the taxpayers’ dollars. Because 
even if you are sincere, when this is all over, you find out that 
those who lose the benefits are minorities and are children and are 
poor. Unless it is abundantly clear that they are not the targets, 
we could have very, very serious political problems. 

I say this to compliment the Chair who has done this throughout 
the hearings, and certainly our colleagues on the Committee. But 
I am afraid when this bottom line is drawn, those who have capital 
and wealth will be the beneficiaries and those that are just tr3dng 
to survive in this system on the city. State and Federal level are 
going to find that there is less available to them. 

So thank you for your patience, and I thank the witnesses for 
their observations of a good program that may have a few bad peo- 
ple manipulating it. 

Chairman Shaw. Mr. Camp. 

Mr. Camp. Mr. Chairman, I just want to say that 1 agree with 
my colleagues on the need for reform, and like you, I heard from 
teachers and school officials who care very much about the children 
they teach who called me and made me aware of the abuses within 
this system because they are often asked to be the witness in the 
IFA evaluation. And so that is how they know what is going on. 

And 1 just want to say that I look forward to working with both 
of you. 1 hope we can come up with a bipartisan approach to re- 
forming the system. 

Thank you very much. 

Chairman Shaw. Mr. Levin. 

Mr. Levin. Thank you, Mr. Chairman. 
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Like my colleagues, I very much welcome the testimony of both 
of our distinguished colleagues and commend them for their effort 
to get at the abuse in this program. 

Mr. McCrery, let me just ask you or Mr. Kleczka, in terms of SSI 
for Children, do you have, based on your work, any guess or esti- 
mate as to the extent of the abuse? 

And, Mr. McCrery, do you have any idea what the effect of your 
proposal would be? What percentage of those children now receiv- 
ing benefits would be eliminated from the program? 

Mr. McCrery. If, Mr. Levin, we do away with the IFA, the indi- 
vidualized functional assessment, and you take out of the universe 
children who have qualified for SSI under that subjective criteria, 
it is almost 30 percent of the universe. We suspect that some of 
those children could have qualified under the medical listings in 
the SSI Program. 

So if you say that, maybe, 10, 15 percent of those could have 
qualified under the medical listings, I would say rough figures, 25 
percent of the children may not be on the rolls if you do away with 
the IFA. 

Mr. Levin. So you are saying that about 25 percent who are now 
on the rolls would be eliminated. Do we have any assessment as 
to the nature of the disabilities of those children, of the 25 percent 
who would be eliminated from the rolls? Because I think we are 
reading — or will hear elsewhere, that a number of those children 
who did not qualify under the medical listing have disabilities of 
some severity. Do we know what the nature of the disabilities are 
of the children — of this 30 percent? 

Mr. Kleczka. Mr. Levin, if I could respond to that. 

The T^ost-Zebley decision provided for the individualized func- 
tional assessment test. And it is a much broader measure than the 
medical listings prior to the Supreme Court. And so today we have 
such things as conduct disorders being made part of the qualifica- 
tions for SSI payments. We also have a standard where if the child 
is not up to the norm or his or her actions are not up to the norm 
of a child the same age, that would qualify the child. 

So what we see here is a very relaxed standard by the Zebley de- 
cision. However, I should point out that in 1990, about the same 
time as the Supreme Court decision, there was a change in the 
medical listings. And what I would think that we have to do before 
we finally draft the plan or submit it to the Committee, we have 
to also explore those listings. Pent of the revised regulations on SSI 
include what we know now as ADHD which is a hyperactivity dis- 
order. And I think there, again, like the conduct disorder or IFA, 
that has to be seriously looked at for many children who qualify 
under ADHD. 

When I discussed this with my sister when I was back home last 
week, there were four of us in the family, myself, a brother and two 
sisters. And after I explained what that was all about, she indi- 
cated that back when we were growing up, we all would have 
qualified for that. However, the program was not around. So it has 
to be seriously looked at, Mr. Levin. 

Mr. Levin. Because in the testimony that is coming from, I 
think, from Jane Ross, it says in 1990 SSA revised its medical 
standards for assessing mental impairments in children, adding 
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separate listings for such impairments as attention deficit hyper- 
activity disorder, autism and other pervasive developmental and 
personality disorders. 

My time is up. I commend you for your efforts, and I hope that 
your efforts will lead to some constructive effort in Committee. 

Mr. Rangel. Would the Chairman yield for a moment? 

I just wanted to find out under what heading did my colleague 
become eligible for SSI as a child? 

Mr. Kleczka. This colleague? Conduct disorder, I am sure, Mr. 
Rangel. 

Mr. Rangel. I am inclined to agree, I just wanted to check it out. 

Mr. Kleczka. In fact, it is continuing in my adult age. 

Chairman SHAW. Mr. Ensign. 

Mr. Ensign. Thank you, Mr. Chairman. 

I appreciate your testimony this morning, and I am sure that as 
a child that the amount of time that I spent with my nose in the 
corner of a classroom, I would have had a disruptive type of behav- 
ioral disorder and would have qualified for this. 

But, obviously, we are here to try to determine the best way to 
use the taxpayers’ dollars. I think that there is no question that 
all of us believe that people, and especially children who are truly 
disabled, need to be provided extra assistance. 

How can we, Mr. Kleczka, in a bipartisan fashion, come up with 
some legislation that can prevent the abuse without spending so 
much money tr 3 dng to chase after the abuse? You know, for every 
dollar that you try to save, you spend $2 trying to monitor the sav- 
ings. Do you have some suggestions on that? 

Mr. Kleczka. Well, I think the first thing we have to do is rede- 
fine and tighten up the criteria. I know full well there will be some 
reexaminations of some of the children that would not be eligible 
under that criteria. But as Jim indicated, with a 30-percent growth 
due to a court decision called Zebley, which instituted the IFA, the 
individualized functional assessment, that has caused the most 
problems that we read about and hear about from our constituents. 
Once we look at that, that could be a big part of cleaning up some 
of the problems and providing some direction for this program. 

Mr. Ensign. Before that decision, was the abuse nearly as bad 
or was it still bad before that decision, Mr. McCrery? 

Mr. McCrery. Yes, Mr. Ensign, there was some abuse prior to 
the Zebley decision, and Mr. Kleczka referred to that earlier. There 
was some rewriting of the regulations just prior to the Zebley deci- 
sion which expanded the medical impairments listing. And we do 
need to take a look at that as well. However, if you just do away 
with the IFA, you have solved the bulk of the problem. Mr. Kleczka 
said 30 percent. It is actually a 300-percent increase since the 
Zebley decision. 

Mr. Ensign. Thank you, Mr. Chairman. 

Mr. Kleczka. Mr. Chairman, one further point. Since 1980 to 
1985 to 1990, there was, I would say, growth in the program, but 
it was moderate. From 1980, it was 229,000 children; 1985, 265,000 
children; and in 1990 when the new listings came out and the 
Zebley decision, we were at 340,000; then in 1991, it grew to 
439,000; 1993, 771,000; and in 1994, 893,000. So we have seen 
rapid, rapid growth since 1990. 
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Mr. McCrery. Mr. Chairman, I also want to recommend to the 
Committee, you have at your desk a reprint of articles from the 
Baltimore “Sun” that ran over the last week or so. This is a com- 
pilation of articles, not only on the children’s program but the ad- 
dicts, and so forth. But the article on the children’s program is ex- 
cellent. 

John O’Donnell and Jim Harner did excellent research. And I 
recommend this very highly to the Members of the Committee to 
get a sense of the abuses in this program. 

Chairman Shaw. Mr. Ford. 

Mr. Ford. Thank you, Mr. Chairman. 

Let me ask my colleagues, how much of this in rewriting the reg- 
ulations, as you mentioned earlier, can be placed — not blamed per 
se, on the SSA and its disability determination section. The admin- 
istrative part of this and many of these applications, like on this 
conduct disorder my colleague talked about earlier, how much of 
this has the administration indicated are caused by the lack of re- 
sources and the lack of financial resources to address this problem, 
such that they have let so many of these cases go, that we have 
seen abuse in the SSI Program? 

Mr. McCrery. Mr. Ford, on the next panel, there happens to be 
an area manager of disability determinations from the State of 
Louisiana. And each State, of course, has their own disability de- 
terminations. It is handled by the States. But Mr. Parker will be 
able to answer this question more fully. 

But basically, the information I have received from disability de- 
termination workers is that their hands are pretty much tied. They 
have to qualify children if they meet these criteria. And they are 
not happy about it. But there is not much they can do because of 
current law. 

Mr. Ford. Are the regulations written in such a way that this 
conduct disorder is on this checklist and it could qualify one of 
these children for the disability benefits? 

Mr. McCrery. Yes, sir. 

Mr. Ford. So, don’t you see the SSA needing administrative help 
to address some of these problems? 

I saw, in the last couple of years, many of the applications of 
these fake disabilities. Some of the claims have been filed, and 
many of these claims have been denied — only in the recent 15, 18 
months. Why was this not a fact, maybe 4, 5, 6, 7 years ago after 
the 1989 Supreme Court case? 

Mr. Kleczka. If I understand the question, in my meetings with 
the Wisconsin SSA officers and also the determination board which 
is housed in Madison, Wisconsin, their workload is high, but never- 
theless they are keeping up with it. 

I know full well right after the re-review and the change of list- 
ings in 1990 and the Supreme Court decision, they were just flood- 
ed with reapplications, redeterminations, with some very large 
back payment checks. And I think all of that has now sort of set- 
tled down. They still do not have the resources, Mr. Ford, for any 
re-reviews and that is the sad part. 

Mr. Ford. Any idea how many applications are pending now be- 
fore the SSA? 
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Mr. Kleczka. It is State by State. I have no idea on what the 
Wisconsin application backlog would be. 

Mr. Ford. Thank you, Mr. Chairman. 

Chairman Shaw. OK, I believe if there are no other questions of 
this panel — Ms. Dunn. 

Ms. Dunn. Thank you, Mr. Chairman, and gentlemen, thank you 
for your testimony. We look forward to hearing it expanded in the 
panels we hear today. 

I would like to make mention of the fact that the gentleman from 
New York referred earlier to lack of compassion among Repub- 
licans and leadership on this issue. But as Speaker Gingrich has 
said over and over again, our goal with SSI is to bring integrity 
back into this program and to find a way to protect the needy, but 
to stop the cheaters. 

Thank you, Mr. Chairman. 

Chairman Shaw. Mrs. Kennelly. 

Mrs. Kennelly. Just quick, because we have a vote. I am not 
quite clear what happens to 209(b) States which have more restric- 
tive Medicaid criteria than SSI. How does your proposal affect 
those States? 

Mr. McCrery. At the present time, we don’t have a provision af- 
fecting those States. As you know, they were opted out some time 
ago. And that continues to be a problem, even under the existing 
system. So it is possible that we could address that within the con- 
text of this reform, but so far, we have not come up with any pro- 
posal. 

Mr. Kleczka. Mr. Chairman, if I might before we go for the vote, 
Mrs. Kennelly, let me ask you a question, if that is proper. Are the 
SSI children receiving adequate medical care in your State and the 
12 other 209(b) States? 

Mrs. Kennelly. We have an interesting situation. We are one of 
those States that SSA says only has one child receiving Medicaid 
and SSI. 

Mr. Kleczka. I think that is the criteria I will judge. If the 
209(b) States are providing adequate medical services, let them 
continue. Any additional services that we provide in lieu of cash or 
if we do a block grant, I am assuming that States, take Connecti- 
cut, would participate in that, or if it is totally refunded, you would 
not have any fiscal responsibility. 

Chairman Shaw. Thank you. 

I would like to just highlight what Ms. Dunn said. I think some- 
times we hear each other here in the Congress but we are not lis- 
tening to each other. I don’t see that there has been a lack of com- 
passion expressed by anybody on this subject. Nor do I expect to 
hear that. 

I would like to thank Jerry and Jim for being part of this panel. 
If Mr. Parker and Mr. Gardner and Ms. Higginbotham would come 
to the witness table. 

We are going to recess. 

I would like also to ask while we are recessing — it will be about 
15 minutes while we pick up these votes, if the television sets, and 
I assume we are through with them, if they could be removed, it 
would be helpful to us. 

Thank you. 
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Recess for 15 minutes. 

[Recess.] 

Chairman Shaw. We are this morning going to be disrupted I 
think quite a few times for votes, but we will proceed as expedi- 
tiously as we can under the circumstances. Recognizing that many 
of you are here at some sacrifice to your personal schedule and per- 
sonal convenience, we will be as thoughtful as we possibly can. 

On our next panel we have Wayne Parker, the area manager of 
the State of Louisiana Disability Determinations Service, in 
Shreveport, Louisiana, who will describe the abuses he has seen in 
the disability program involving children. He is joined by James 
Gardner, past president of the Association for Retarded Citizens, 
and himself the parent of a disabled child. Finally, Karen 
Higginbotham, parent of a disabled child, who is joining us today 
from Opelousas. I am corrected by the gentleman from Louisiana. 

Welcome to all of you, and those of you who have submitted testi- 
mony, we have that, and it will be made a part of the record. If 
you care to summarize, you may. 

I will begin with you, Mr. Parker. 

STATEMENT OF WAYNE PARKER, AREA MANAGER, STATE 

OF LOUISIANA DISABILITY DETERMINATIONS SERVICE, 

SHREVEPORT, LOUISIANA 

Mr. Parker. Chairman Shaw, Members of the Subcommittee, I 
am Wayne Parker, the area manager of the Disability Determina- 
tions Office in Shreveport, Louisiana. However, the testimony I will 
give you today is not the official position of my agency, but that of 
a concerned citizen and the father of a child with multiple medical 
problems. 

I have become aware of the enormous problems created by new 
guidelines since the Zebley v. Sullivan Supreme Court decision was 
made in 1990. Prior to this decision, SSI children’s claims were ad- 
judicated by determining if the child’s medical impairment met or 
equaled the severity of the medical listings. Now they are also eval- 
uated using an individualized functional assessment. 

As a result of the new criteria, the educational community has 
been requested to provide information detailing how the child func- 
tions at school. This additional requirement has created enormous 
problems in the educational community and for the children whose 
claims are being adjudicated. 

Let me share with you some of the problems that have been ex- 
pressed to me by teachers, principals and special education person- 
nel. 

Teachers have been asked to spend a significant amount of their 
time each year completing forms for this program, instead of teach- 
ing students and preparing lesson plans. 

Reports from teachers state that frequently average students be- 
come behavior problems and start performing poorly in school just 
prior to the time they receive an SSI form to complete. 

Several teachers have reported overhearing their students dis- 
cuss what you have to do to receive a crazy check. 

One teacher reported that a child told her that his mother had 
promised him a Nintendo if he would fail and get expelled from 
school. 
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A first grade student from Riverside Elementary in Simmsport, 
Louisiana, asked her teacher if she was crazy, ^^en the teacher 
asked her why she asked such a question, the little girl replied, 
“My Mama said I had to be crazy so she could get a check.” 

One fifth grade teacher in Avollyes Parish reported a parent who 
wanted her child moved away from another child because the child 
kept telling her child how stupid he was for completing his home- 
work. The child said he was going to get an SSI check and was 
never going to work. 

The principal of South Side Elementary in Lake Providence re- 
ported being called from his office to see a student who was rolling 
around in the hall yelling, “They are after me.” When he arrived, 
he found nothing wrong with her, but one of the teachers said, 
“We’ll be getting the forms on her pretty soon.” They received the 
forms 5 days later. 

Teachers, in some cases, have been threatened because the child 
they completed an SSI form on had been denied benefits. 

Special education personnel have been forced to evaluate stu- 
dents on demand from parents even though teachers had not iden- 
tified an educational or health concern. 

Some parents have demanded that special education personnel 
lower test scores so their child would qualify for SSI. 

Some parents have even demanded that their child be placed in 
a special education classroom when the child was performing well 
in school. 

A preschool child from East Carroll Parish told a school psycholo- 
gist that he saw balloons coming out of the walls. When questioned 
about the statement, he said, “Oh, I forgot, mamma said say blood 
was coming out of the wall.” 

This list could continue. However, the educational community is 
not alone in the problems seen with the SSI children’s cases. Psy- 
cholo^sts performing intelligence tests and mental status exams 
for disability determinations frequently report children who have 
been coached or have not performed to their maximum capacity. 

Disability examiners have also identified additional problems in 
the development of evidence on a claim. They have seen grades 
that have been changed on report cards, names that have been 
changed on school records, school function forms that have been 
changed after the teacher has completed them, and names that 
have been changed on medical records. 

What happens to those who attempt to obtain benefits through 
fraud and are caught in the process? Nothing. We are told there 
is nothing we can do. I am not aware of any attempt to prosecute 
anyone for attempting to fraudulently obtain benefits. 

A recent GAO study found 67 percent of SSI child claims are ap- 
proved because of mental impairment. The number of children’s 
claims approved because of a mental impairment has quadrupled 
since the criteria were loosened. However, many disability examin- 
ers and medical consultants are concerned that there is not com- 
parable severity in SSA sidelines between children with mental 
impairments and adults with physical impairments. 

Since the Zebley decision was made, there has been a drastic in- 
crease in the number of SSI claims. In the Shreveport office, we 
have received more than twice the number of children’s claims 
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than the combined total of Social Security disabled workers, dis- 
abled widows and children of disabled, retired, or deceased work- 
ers. Despite the large number of claims being approved for benefits, 
very few continuing disability reviews are being performed to de- 
termine any improvement in the condition of the children. 

The increase in frivolous applications has resulted in increased 
administrative cost to the agency. There has been a significant in- 
crease in personnel cost and the number of consultative exams pur- 
chased by the agency. This cost is due not only because of the in- 
creased number of claims but also due to the number of claims filed 
with no current source of medical evidence to support the allega- 
tions. 

Mr. Chairman, Members of the Subcommittee, thank you for this 
opportunity to appear before you today. 

[The prepared statement follows:] 
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Testimony of Wayne Parker, 

Area Manager, Disability Determinations Service, 
Shreveport, Louisiana 


SubcommUtee on Human Resources 
House Ways and Means Committee 
January 27, 1995 


Chairman Shaw, and Members of the Subcommittee: 

I am Wayne Parker, the Area Manager of the Disability Determinations office in 
Shreveport, Louisiana. However, the testimony I wiU give today is nut the official position 
of my agency, but that of a concerned citizen and the father of a child with multiple medical 
problems. 

I have become aware of the enormous problems created by new guidelines since the 
Zebley vs. Sullivan Supreme Court decision was made in 1990. Prior to this decision. SSI 
children's claims were adjudicated by determining if the child's medical impairment met or 
equaled the severity of the medical listings. Now they are also evaluated using an 
individualized functional assessment. As a result of the new criteria, the educational 
community has been requested to provide information detailing how the child funciion.s at 
school. 


This additional requirement has created enormous problems in the educational 
community and for the children whose claims arc being adjudicated. Let me share with you 
some i^f the problems that have been expressed to me by teachers, principals and special 
education personnel. 

1 , Teachers have been a.sked to spend a significant amount of their lime each 
.school year completing forms lor this program, instead of leaching students or 
preparing les.son plans. 

2. Reports troni teachers state that Ircqucntly average .students hcconic hcliavi<»r 
piohlcms and start pcrfomiing poorly in .sch(H)l ju.st prior to the lime they receive an 
SSI form to complete. 

y. Several teachers luvc reptated overhearing their students di.scuss what you have 
to do to receive a*'era/y cheek'*. 

4, One teacher reported that a child told her that his mother had pn>mi,scd Inm a 
Ninlendtt if he would lail and get expelled from sclum!. 

A lirsi grade student lr(»m Riverside Elementary in Simnisport. Louisiana asked 
her leachei ii she was cra/y. When the icachcr a.skcd her why she asked such a 
question the little girl replied, “my mamma .said I hud to be eruzy so she could get a 
check,” 

fi. One litlli glade teachci in Avi)llyes parish reported a parent who wanted her 
child moved away (icim aiuHhei child because the child kept lolling hei child how 
stupid he was fur completing his htmiework The child said he was going to got an 
.SSI check iind was never going to work 

7, 1 he principal ol .Soulliside Elementary in Lake Providence reported being called 
trom his ollicc to see a .student who wa.s rolling around in the hull yelling. “They 
ure alter me.” Wlien he arrived he found nothing wrong with her. but one of the 
teachers said. “Wc’ll be gelling the forms on her pretty soon." They received the 
forms live days later. 

H. Teachers, in some ca.sc.s. have been threatened because the child they comploied 
«iii SSI form on had been denied benefits. 

9. Special cducalioii personnel have been forced to evaliiule sludenLs on demaiul 
Irom parciiis even though teachers had not identified an educational or health 
concern 

M). Some piirenls have demanded that special education personnel lower lesi scores 
so their child would qualily for SSI 
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1 ! . Some parents have even demanded that their child be placed in a special 

education classroom when the child was performing well in school. 

1 2. A preschool child from East Cairoll parish told a school psychologist that he 

saw balloons coming out of the walls. When questioned about the statement he 

said, “Oh, 1 forgot mamma said say blood was coming out of the wall.” 

This list could continue. However, the educational community is not alone in the 
problems seen with the SSI children’s cases. Psychologists performing intelligence tests 
and mental status exams for Disability Determinations frequently report children who have 
been coached or have not performed to their maximum capacity. 

Disability Examiners have also identified additional problems in the development of 
evidence on a claim. They have seen grades that have been changed on report cards, names 
that have been changed on school records, school function forms that have been changed 
after the teacher has completed them, and names that have been changed on medical 
records, 

What happens to those who attempt to obtain benefits through fraud and are caught 
in the process? Nothing. We are told there is nothing we can do. 1 am not aware of any 
attempt to prosecute anyone for attempting to fraudulently obtain benefits. 

A recent GAO study found 67% of SSI child claims are approved because of a 
mental impairment. The number of children’s claims approved because of a mental 
impairment has quadrupled since the criteria were loosened. However, many disability 
examiners and medical consultants are concerned that there is not comparable severity in 
SSA guidelines between children with mental impairments and adults with physical 
impairments. 

Since the Zebley decision was made, there has been a drastic increase in the number 
of SSI child claims. In the Shreveport office we have received more than twice the number 
of children’s claims than the combined total of Social Security disabled workers, disabled 
widows and children of disabled, retired, or deceased workers. Despite the large number 
of claims being approved for benefits, very few continuing disability reviews are being 
performed to determine any improvement in the condition of the children. 

The increase in frivolous applications has resulted in increased administrative cost 
to the agency. There has been a significant increase in personnel cost and the number of 
consultative examinaiion.s purchased by the agency. This cost is due not only because of 
the increased number of claims but also due to the number of claims filed with no current 
source of medical evidence to support the allegations. 

Mr. Chairman, and Members of the Subcommittee, thank you for the opportunity to 
appear before you today. 
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Chairman Shaw. Thank you. 

Mr. Gardner. 

STATEMENT OF JAMES B. GARDNER, MEMBER OF THE BOARD 

AND PAST PRESIDENT, THE ARC, FORMERLY ASSOCIATION 

FOR RETARDED CITIZENS OF THE UNITED STATES 

Mr. Gardner. Ladies and gentlemen of the Committee, I appear 
before you today to tell you that according to all reliable available 
data and my own personal experience over the past two decades 
since my daughter was bom. Supplemental Security Income is 
achieving just what it was intended for in the vast majority of 
cases. It is the one program which empowers the family, which is 
unique and diverse in each and every case, to meet the real needs 
of the child with mental retardation and other severe disabilities. 

Although my daughter passed the maximum age of 18 more than 
3 years ago without partaking prior to that time of the benefits 
under discussion here because we were not poor by Federal stand- 
ards, I know that the cash subsidy, although only $458 per month, 
in tandem with the medical coverage provided by Medicaid, has 
avoided the incredibly more costly and devastating consequences of 
a lifetime of institutionalization. 

My personal experience, interaction with many families, and 
dealing with advocates, consumers and professionals over the years 
while serving as president of The Arc of Louisiana and The Arc of 
the United States, convinces me without a doubt that if the cash 
subsidy is eliminated in favor of a more restricted parceling out of 
a limited list of services without regard to the diverse needs of the 
American family and the SSI beneficiaries, the result will be a sub- 
stantial increase in homelessness of poor families, as well as a 
sharp increase in costly out-of-home placements and inappropriate 
institutionalization. 

The SSI cash subsidy was not intended for medical expenses, for 
children and adults, but rather for food, shelter, clothing and the 
many extra increased expenses occasioned by severe disability. 

What about child care, transportation, nutritional supplements, 
assistive technology, increased cost for utilities, respite care, dia- 
pers, and even counseling for some or all family members in the 
family? People with mental retardation and other disabilities need 
all of these things and more. 

The SSI cash subsidy may well enable a parent to stay home and 
take care of the child. It was intended to benefit the entire family, 
not just the child. By benefiting the family, it also benefits the 
child. 

Every out-of-home placement envisioned by the public or private 
sector is vastly more expensive than the cash subsidy under discus- 
sion here when the child remains at home. Average annual institu- 
tionalization costs of $77,434 are more than five times the expendi- 
ture for keeping the child at home and providing SSI and special 
education costs totaling $15,500. This is a savings of $62,000 per 
year per child. 

Mental retardation is a lifelong disability. It does not come and 
go. A consistent body of medical and developmental history is al- 
most always available to support the diagnosis, and this largest 
group constitutes 44 percent of the enrollment of children on SSI. 
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Mental retardation cannot be faked. Social Security studied more 
than 600 applications last year, and of the 13 where faking was 
suspected, only three were accepted in the program, but on other 
information than the test results which were disregarded in mak- 
ing the determination. 

Approximately half the people who apply now are rejected na- 
tionwide to the program, and 62 percent are rejected in my home 
State of Louisiana, which is the highest rejection rate in the United 
States. No other studies or statistics have been developed or offered 
to date during these discussions in recent times. 

A commission created last year to study the SSI Children’s Dis- 
ability Program is in place and ready to begin its work right now 
and report to you in November. Why not let the commission do its 
work? 

The hundreds of thousands of families who are receiving the cash 
subsidy and doing the right thing by their children find themselves 
about to lose the cornerstone of their security because of alleged 
but yet unquantified abuse by a small minority of recipients who 
certain members of the media, public educators, and bureaucrats 
claim to have found ripping off the system. 

If we assume they are correct, why not first examine the effec- 
tiveness of the Social Security Administration and the State agen- 
cies charged with processing and determining eligibility? 

Why not examine and attempt to make more effective the mon- 
itoring of the expenditures of representative payees of children? 

Why not reevaluate eligibility of all children every 2 to 5 years 
depending on the original diagnosis and the strength of documenta- 
tion on the issue of the permanency of the disability? 

Some conditions will never change with treatment, but some do 
change. As a litigator professional in the tort system, I know that 
psychiatry and psychology have procedures and skills to identify 
the malingerer from the genuine. Why not improve the utilization 
of that expertise and the eligibility and review process to address 
the problem rather than simply throwing out the baby with the 
bath water? 

My professional education coupled with the support of my ex- 
tended family allowed me to generate adequate resources to keep 
my daughter at home for the past 21 years. Had those financial 
and human resources not been available, the cost to the public of 
our out-of-home placement would have surpassed $1 million by the 
time she reached the age of 18. 

Let us not be too quick to replicate this cost across America by 
pulling the rug out from under poor families with children with 
mental retardation and other severe disabilities. 

[The prepared statement follows:] 
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STATEMENT OF JAMES B. GARDNER ON BEHALF OF THE ARC 

COMMITTEE ON WAYS AND MEANS, SUBCOMMITTEE ON HUMAN RESOURCES 

JANUARY 27. 1995 


INTRODUCTION 

On behalf of The Arc, I want to thank the Ways and Means Subcommittee on Human Resources for 
this opportunity to testify regarding the Supplemental Security Income program. I am a member of the 
nation^ Legal Advocacy and Human Rights Committee of The Arc, as well as a Past President of the 
national organization. I am the parent of a young woman with mental retardation who receives SSI benefits 
as an adult. As a parent, an active member of our local chapter of The Arc, and an attorney in Shreveport, 
Louisiana, I am very familiar with the day-to-day struggles of parents, families, and individuals with ment^ 
retardation and other serious disabilities. 

The Arc is the largest voluntary organization in the United Slates devoted solely to the welfare of the 
more than seven million people who are mentally retarded and their families. Its national membership 
numbers over 120,000 people, more than half of whom are parents of children and adults with mental 
retardation, and includes people who are mentally retarded themselves. The Arc has approximately 1,200 
state and local chapters throughout the country. Since its founding in 19S0, 7*he Arc has participated actively 
in the formulation of public policy with respect to the rights of, and services, supports, and benefits for, 
citizens with mental retardation, including public policy concerning the SSI and Social Security disability 
programs. 

SSI AND PEOPLE WITH MENTA_LJ^ETARDATION 

People with mental retardation who are SSI beneficiaries are dependent upon SSI and Medicaid for 
many of their basic needs such as food, shelter, clothing, medical care and long term supports and services. 
About 825,000 children (302,000) and adults (523,000) under age 65 with mental retardation receive SSI 
benefits. Children with mental retardation constitute 44 percent of the total number of children who receive 
cash assistance through the SSI program and constitute a majority of the 66 percent of children with mental 
impairments receiving SSI. 

PROPOSALS FOR REFORMING THE CHILDREN'S SSI PROGRAM 

While there is no specific proposal before the Subcommittee at this time, The Arc is extremely 
concerned about proposals which have come to the forefront of discussions. It is our understanding that a 
proposal may come forward to eliminate the federal cash benefit to children and, instead, to grant (or block 
grant) the money to the states to provide services, not cash, to the children whom the states choose to serve. 
We also understand that the proposal would potentially limit the definition of disability for children, 
specifically eliminating consideration of functional capacity when determining disability. 

We believe that this proposal actually runs contrary to a key precept of this Congress: to reduce 
govemmcnl involvement in the lives of its citizens. Rather, the proposal would disempower 
families/beneficiaries from making their own decisions regarding their own needs within the modest cash 
benefit amount and, instead, give the funds to the states to develop and provide new services within a 
specified menu. The proposal would actually reduce a family's flexibility in meeting the needs of the child 
with severe disability. It assumes that people with low incomes are incapable of making appropriate 
decisions regarding themselves and their children. 

FRQPOSALS IGNORE THE REAL NEEDS O^FAMILIES: CERTAIN NEEDS CANNOT BE MET BY A 


Many critics of the SSI children's program are ignoring the very real needs of children with mental 
retardation and other disabilities and their families and are proposing sweeping changes to the program which 
will harm many families. 

The maximum federal benefit for an individual in 1995 is $458 per month, less than $5,500 per year. 
By its very nature, the SSI program provides only a very minima) income subsidy which does not even bring 
people to the federal poverty line. Families with children with severe disabilities who labor to provide for 
their children and to plan for their future arc struggling on the edges of economic survival. Any tj^e of 
emergency or unexp^ted expense could throw many of these families into an economic tailspin. ttey 
depend upon the cash which they receive to maintain the family's existence. 

Despite the recent sensational news stories regarding the children's SSI program, the vast majority of 
eligible children benefit from the cash assistance program because it allows their families to meet their needs 
for food, clothing, shelter, and other basic necessities or goods. Families are able to tailor expenditures 
based upon the child's current needs and the unique circumstances of the family and arc more able to respond 
to changing or unusual circumstances than typical service systems approaches. In addition, substituting more 
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services for cash will not address the children's and families* needs for income support to supply basic 
necessities such as food, clothing, and shelter. We believe that the current mix of SSI cash benefits and the 
services available through various ^ucaiional, social services, and health/medical agencies is better suited to 
meeting the complex variety of a child's needs than an all-or-nothing approach: neither an all-cash approach 
nor an all-services approach will meet the wide variety of needs in a child's life. Both are required. 

Many parents of SSI eligible children with disabilities report that their families would fall apart if the 
cash benefits were to be discontinued. They point out that they are able to keep their children at home, with 
the family, rather than in an institution, because of the assistance of the SSI cash. Many are fearful of what 
will happen to them and their children if cash benefits are hailed. Many will be homeless. 

If not from a humanitarian view of family and the value of a loving family to a growing child, then 
from a purely fiscal point of view, the Subcommittee should listen to the pleas of these families. The average 
cost of institutionalization in this country for people with mental retardation is over $77,434 per year. The 
combination of the availability of speciad education services and SSI benefits for low-income families has 
significantly reduced the rate of institutionalization of children. In 1969, of the almost 200,000 people with 
mental retardation living in institutions, about 95,000 were children. Tc^ay, it is estimated that only 65,000 
people with mental retardation are living in institutions and only 6,000 are under age 21. The significance of 
this social change should not be ignored; we should not help to reinstate the economic pressures which may 
ultimately force families to institutionalize their children with severe disabilities. The savings to government 
are signincant, also: combining the average annual costs of special education ($ 10,000 per student) with the 
maximum federal SSI benerit (less than $5,500) results in annual costs of about $15,500 per child -- a 
savings of $62,000 per year per child versus the costs of institutionalization. 

In preparation for this hearing, The Arc sent an informal survey out to families of children who 
receive SSI benefits regarding their expenditures on behalf of their children, their work situations, and the 
types of services that their children require, among other things. Our office has been swamped with phone 
calls and compleuxl questionnaires. Due to time constraints, we were unable to compile the information in a 
way to do it justice prior to the hearing. However, we are compiling the information and will be happy to 
supply the statistics and work with Subcommittee Members and others regarding the issues of critical 
importance to these families. 

STUDIES PaNOT BEAR OUTREPQRTS OF WIDESPREAD ABUSE 

Contrary to the conclusions drawn from sensational anecdotal stories in the media and elsewhere, data 
from three recent federal government studies and reports of the growth in the children's SSI program 
(General Accounting Office; Social Security Administration internal review; and Department of Health and 
Human Services Office of Inspector General) indicate that there is not widespread abuse of the system or 
attempts by parents or children to "fake" disability. The GAO reports that 70 percent of the children who are 
found eligible for SSI are found eligible on the basis of the medical standards of severity in the "listings*. 

Yet the proposed reforms to the program are designed to broadly sweep away all of the good aspects of the 
program as well as those areas where improvements could be made. 

It is important to comment here on one aspect of the OIG report which is particularly troubling to us. 
The report states that "if Congress intendis the program to help children with disabilities become adults 
capable of engaging In substantial gainful activity, changes are needed to ensure that the children receive 
the assistance they need for them to meet this objective." (emphasis added) We have no quarrel with trying 
to ensure that children have the assistance they need to reach their goals. However, the first half of the 
statement sets up an unrealistic goal, in fact a "Caich-22*, for these children with severe disabilities. 

Because the eligibility standard for children is supposed to be comparable to that of adults, it makes no sense 
to expect that all these children will be able to engage in SGA as adults since, ^ definition, their diubilities 
are comparable to those that would prevent an adult from engaging in SGA. T^e reality is that, while some 
children will eventually become capable of engaging in SGA, very many of them will only be able to become 
partially self-supporting and many will require Hfe-long supports. The intended effect of providing support 
early in life, particularly in childhood, is to lessen the potential impact of disability over a lifetime, to 
prevent additional or secondary disabilities from developing, and to improve the overall potential of the 
individual. For many children with severe disabilities, a realistic goal would be to reduce the level of need 
for services over time and to improve the ability of the individual to be a contributing member of society and 
at least partially self-supporting; it would be unrealistic to expect them to engage in SGA. 

THE COMMISSION ON CHILDHOOD DISABILITY SHOULD BE ALLOWED TO COMPLETE ITS 
WORK 


In response to the media reports, the I03rd Congress established a Commission on the Evaluation of 
Disability in Children which is to report to Congress in November 1995. The Commission has been 
appointed and will begin meeting next week. The Commission should be allowed to carefully assess the 
complaints about the program and the overall use of the program by children with disabilities and their 
families. Congress should wait until the Commission has complete its work before it institutes major 
change. 
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OTHER. LESS DRASTIC. REFORMS ARE NEEDED 

The Arc acknowledges that there are several areas within the SSI children’s program which should be 
improved; both the implementation of the program and the public trust in the program would benefit. These 
areas include providing information to parents and others who serve as representative payees for children's 
benefits regarding their responsibilities, reporting requirements, and appropriate ways in which to spend the 
cash benefit on behalf of the child. In addition, the Social Security Administration should be conducting 
regular reviews regarding whether a child continues to be disabled ("continuing disability reviews"). SSA 
could intensify its efforts to ensure that the disability determination process is being pro]^rly implemented in 
all areas of the country, including increasing training and monitoring of the professionals involved in 
decision-making. SSA should promote available work incentive provisions more widely and work with the 
Departments of Labor and Education and other relevant federal agencies to improve the opportunities for 
children with severe disabilities to work to their highest potential. It may also be necessary to thoughtfully 
examine possible ways to handle benefits when there are multiple beneficiaries in a family. There are also 
other targeted wavs to address the specific problems of the SSI children's program without wholesale 
elimination or reduction of the cash benefit upon which so many children and their families depend. 

Congress must also recognize that the Social Security Administration will continue in its inability to 
thoroughly monitor the children's SSI program, and other programs within its responsibility, unless adequate 
resources are appropriated for administrative expenses. 

The Arc is willing to work with the Congress and the Administration to identify and develop 
appropriate remedies for the problems that actually exist in the children's SSI program. However. The Arc 
will continue to oppose sweeping changes which are harmful to the vast majority of children and their 
families and which have no basis other than tn sensational, anecdotal stories. 

We believe that a thorough discussion of the problems that exist in the children's SSI program 
requires an understanding of the history and development of the various components which make up the 
process for determining childhood disability. For this reason, we submit for the record the following 
summary of events leading to the expansion in the number of childhood disability applications in recent years 
and the increase in SSI childhood beneficiaries. 

THE HISTORY OF TiTE SSI CHILDREN'S PROGRAM SHOULD BE UNDERSTOOD 

The Arc believes that it is imporunt to view the developments stemming from the Sullivan v. Zebley 
case, the subsequent revised childhood disability criteria, and the revised childhood mental impairment 
regulations in historical context with an understanding of the problems which existed prior to these major 
developments. Essentially, it must be remembered that in Zebley the U.S. Supreme court issued a landmark 
opinion on the basis of the finding that the Social Security Administration’s (SSA) regulations regarding 
childhood disability criteria were inconsistent with the law. 

Title XVI of the Social Security Act authorizes payment of Supplemental Security Income (SSI) 
benefits to children who have an impairments of "comparable severity" to one that would be considered 
disabling for an adult. Under the Social Security Act, an adult is considered disabled, and therefore eligible 
for SSI benefits if, in addition to meeting income and resource criteria, he or she has an impairment that 
prevents him or her from engaging in any substantial gainful activity (SGA). SSA has a five-part test for 
determining disability for adults. The third step allows a person to be considered disabled If medical 
evidence of the impairments matches or is equal to ("meets or equals") one of the listings of impairments [20 
CFR 404, Subpart P, Appendix 1], which are presumed to be severe enough to preclude any gainful activity. 
If the adult does not qu^ify for SSI benefits at that step, steps four and five are designed to allow a 
vocational analysis to determine whether the adult could engage in his or her past work or any other work 
given his or her education and work experience. 

Prior to the Zebley decision, the determination of disability for children ended at the listings of 
impairments step. To be determine disabled, a child had to show that his or her impairment matched or was 
equal to one of the listed adult or childhood impairments. If the child could not make such a showing, there 
was no step in (he childhood disability determination process comparable to the vocational assessment for 
adults. The child was simply found to be not disabled for purposes of the SSI program. 

The Zebley case was a class action suit on behalf of Brian Zebley, two other named plaintiffs, and all 
individuals "who are now, or who in the future will be entitled to an administrative determination ... as to 
whether supplemental security income benefits are payable on account of a child who is disabled, or as to 
whether such benefits have been improperly denied, or improperly terminated, or should be resumed". In a 
7-2 decision written by Justice Blackmun, (he Supreme Court ruled that the childhood disability regulations 
were inconsistent with the statutory standvd of "comparable s^erity." The Court found that failure to 
provide for an individualized functional analysis for children nullifi^ Congressional intent to link the 
childhood disabilities criteria to the adult criteria. The Court went on to state: 

The fact that vocational analysis is inapplicable to children does not mean that a functional analysis 

cannot be applied to them. An inquiry into the impact of an impairment on the normal daily activities 

of a child of the claimant's age-speaking, walking, washing, dressing and feeding oneself, going to 
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school, playing, etc.— is, in our view, no more amorphous or unmanageable than an inquiry into the 

impact of an adult's impairment on his ability to perform any other kind of substantial gainful work 

which exists in the national economy". 

The Court also noted that childhood disability listings were not exhaustive and included only the more 
common impairments: "There are, as yet, no specific listings for many well-known childhood impairments, 
including spina bifida, Down's syndrome, muscular dystrophy, autism, AIDS, infant drug dependency and 
fetal alcohol syndrome." 

The judicial resolution of this issue came after years of effort by many advocacy and other 
organizations in the courts, in Congress, and through SSA to address the failure of the regulations to deal 
correctly with childhood disability. 

In 1990, SSA appointed a panel of experts in child development and childhood disability to help the 
agency develop criteria for determining disability based on an individualized functional assessment. The 
experts represented a wide range of areas: general pediatrics, developmental genetics, developmental 
pediatrics, infant development, behavioral j^iatrics, pediatric psychology, pediatric neurology, child 
psychology, pediatric special Vacation, home and community care, family and support systems, physical and 
occupational deficits, early childhood education, pediatric rehabilitation, learning disorders, chronic illness 
and somatics, and communication disorders. 

New regulations for determining childhood disability on the basis of functional limitations were 
published by SSA and were immediately effective on February 11, 1991 as interim final regulations. Final 
regulations were published on September 9, 1993 with a sun^t date of Sept. 9, 1997, when SSA will further 
review the implementation of the regulations and consider any necessary changes. 

Under the regulations, provision is made to conduct an individualized functional assessment, which 
tncorporales all relevant past and present medical and nonmedical evidence in a child's case records. 

Evidence from people who know the child and his or her functional limitations, in addition to the evidence 
provided by doctors and other health professionals, is strongly encouraged. Information about the child from 
parents, other family members, caregivers, educators, and practitioners in other disciplines should be 
collected. Where discrepancies exist between formal test results and the child's usual behavior and daily 
activities, SSA requires the documentation and resolution of discrepancies. The evaluation of a child's 
development or functioning from infancy through childhood to maturation into adulthood may include his or 
her cognitive communicative, motor, social and personal/behavioral spheres of activity. The evaluation may 
further address responsiveness to stimuli (in children from birth to age one); personal/behavioral patterns (in 
children from one to 18); and concentration, persistence, and pace in completion of tasks (in children from 
three to 18). The evaluation also seeks to determine the extent to which the child can engage in sustained 
activities appropriate to his or her age. 

In understanding childhood disability determination, it should also be noted that SSA took one other 
critical action in the early '90s. On December 12, 1990, new regulations or "listings" were published for 
determining disability for children based on mental disorders (or impairments) and a new listing for 
disabilities based on Down syndrome or other serious hercditai^, congenital, or acquired disorders. This was 
a result of work initialed by SSA years before the Zebley decision. These regulations were effective 
immediately. 

The childhood mental impairments listings were substantially revised and took into account the child's 
age. The listings improved the criteria for determining who is disabled based on mental impairments before 
the need for a ^11 individualized functional assessment, while, in fact. Including some new functional 
assessment criteria at the listings level. The listings cover the following; mental retardation; psychoaclive 
substance dependence disorders; autistic and other pervasive developmental disorders; attention deficit 
hyperactivity disorders; developmental and emotional disorders of newborn and younger infants (birth to age 
one); organic mental disorders; schizophrenic delusional, and other psychotic disorders; mood disorders; 
anxiety disorders; somatoform, eating, and tic disorders; and personality disorders. 

In the preamble to the new Down syndrome rules, SSA indicated that experience showed that virtually 
all children with Down syndrome (except Mosaic Down syndrome) would be found disabled when the effects 
of their impairments could be properly documented and evaluated. Therefore, the new rules allow children 
whose Down syndrome has been established by clinical and laboratory findings to be considered disabled 
from birth without waiting until such time as functional limitations could be proven. 

Finally, the new listings for multiple body dysfunction due to hereditary, congenital, or acquired 
conditions assist in establishing disability from such conditions as phenylketonuria (PKU); fetal alcohol 
syndrome; mental retardation with known causes associated with impairments of other body systems; and 
other impairments. 

MUCH NEEDED IMPROVEMENTS FOR CHILDREN 

In a nutshell, the final rules for childhood disability determination in response to the Zebley decision, 
the childhood mental impairment regulations, and the regulations for Down syndrome and other serious 
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hereditary, congenital, or acquired disorders were the r^ult of much careful deliberation over the course of 
nearly a decade and involved numerous experts on child development and disability. While there are some 
problems as discussed above, overall the new regulations are a tremendous improvement for children and 
long overdue. After 20 years, children are just now beginning to receive the consideration of their 
disabilities which should have occurred from the beginning of the program. With such a long delay in 
implementation of the original intent of the program, it is no wonder that the numbers of children becoming 
eligible for the program are increasing rapidly. The dramatic increase in the numbers of eligible children 
must be seen in historical context and must not be allowed to serve as the basis for inappropriate cutbacks. 

CONCLUSION 

As discussed above, where there are problems, solutions must be carefully and surgically crafted to 
ensure that they are not overreaching in effect. FranUy, we believe that many of the "problems* which have 
been reported are the result of misunderstandings of the SSI program, generally, and or the process for 
determining childhood disability, specifically. Where instances of abuse or exploitation are suspected, proper 
avenues for redress exist in the state child protective services systems and within the SSA representative 
payee system. Other improvements to the SSI program itself are discussed above and The Arc would ^ 
pleased to work with the Subcommittee regarding a package of amendments to improve the implementation 
of and the monitoring and enforcement of the program. 

Again, The Arc appreciates the opportunity to comment on the above issues and looks forward to 
working with the Subcommittee to enact targeted improvements to the SSI program. If you have any 
questions on the above, please contact Marty Ford at The Arc Governmental Affairs Office, (202) 785-3388. 
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Chairman Shaw. Thank you. 

Ms. Higginbotham, I understand you ran into some bad luck in 
the airport with regard to destruction of a wheelchair. We know 
that you and your daughter are here at great personal inconven- 
ience, and it makes me very, very pleased that you took the time 
to come and be with us and bring your daughter with you. 

If you would like to proceed, your full statement will be made a 
part of the record and you may proceed as you see fit. 

STATEMENT OF KAREN HIGGINBOTHAM, OPELOUSAS, 
LOUISIANA 

Ms. Higginbotham. Thank you. 

Mr. Chairman and Members of the Committee, my name is 
Karen Higginbotham and I live in Opelousas, Louisiana, with my 
husband Danny and our children, Alison, who is 6, and Dustin, 
who is 5. Thank you for allowing me to speak to you today about 
SSI for children. 

Alison, who is here with me today, has physical and mental dis- 
abilities caused by a rare seizure (fisorder called infantile spasms. 
Although Alison is 6 years old she fimctions like a child who is only 
18 months old. She cannot do any of her personal needs. She can- 
not feed herself, hold a cup or take a bath. She cannot speak. She 
is incontinent and wears diapers. She must be supervised and at- 
tended to throughout the day. She has no concept of danger. She 
uses a wheelchair to go to school and to go any distance. 

Doctors told us that Alison’s prognosis was poor — so poor that 
they would not speculate about her future, but we were bound to 
prove them wrong. At the time we had no idea what was ahead for 
us or for Alison. 

Alison has separate sessions for physical, occupational and 
speech therapy every week. The gasoline costs alone for these trips 
add up fast. When Alison was past the age when most children 
were potty trained, we were still buying diapers for her. We took 
her to a speech therapy program out of town because there was no 
local program. We had to pay the full $800 tuition ourselves since 
Medicaid would not pay for a university program. The extra trans- 
portation costs were another $250. 

When Alison no longer fit in a baby crib, we adapted a twin bed 
for her which cost $200. We also purchased special switch-operated 
toys so she could play like other children, and they can cost up to 
twice as much as traditional toys. 

As Alison began to make some progress, we realized we had to 
make certain home modifications to help her develop even more. 
Since we were renting, we could not make the home modifications 
that would help Alison. So we bought a house even though it wiped 
out our savings and left us nothing for other family emergencies. 

To help Alison learn to do things for herself, we installed door 
levers and modified the bathroom for her. We added a ramp to the 
house for Alison’s wheelchair and rails for the back porch so she 
could play safely outside. Because Alison spends most of her time 
on the floor, we put carpet in her bedroom. 

The driveway was only dirt so we needed to concrete it for 
Alison’s wheelchair. Although putting gravel on the driveway 
would have been enough for us and Dustin, it didn’t work for 
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Alison’s needs. These improvements cost several thousands of dol- 
lars. 

Alison must have shoes with good ankle supports. Her shoes cost 
$50-$60 each, not like the $15 shoes that Dustin gets. Alison re- 
quires extra clothing because she is incontinent and I leave extra 
clothes at school and in the car for her frequent emergencies. 

We want to get an adapted tricycle for her. It would cost about 
$400 compared to the cost of Dustin’s $20 bike. Medicaid won’t 
cover this because recreation is not considered medically necessary. 
But we would really like Alison to have a tricycle so she could feel 
more like other kids — and it would also strengthen her leg muscles. 

Mr. Chairman, one of the most difficult expenses for Alison is a 
funeral plan and a burial plot. Most life insurance companies won’t 
insure a child with disabilities. One company has insured her at a 
higher rate, but only for $5,000. Although this will cover a funeral 
and burial if she dies now, it won’t be enough later. We bought 
what we could because if we die before her, we don’t want Dustin 
to have to pay for his sister’s death. 

I have described the costs we have for Alison, both on a daily 
basis and extra things connected with her disability. These are ex- 
penses that we don’t have for Dustin. None of these expenses are 
covered by Medicaid. 

Every month I send a letter listing monthly income with my hus- 
band’s and my check stubs to the Social Security Administration. 
Once a year. Social Security sends us a report to fill out on how 
Alison’s SSI check is spent. I log the expenses for our entire house- 
hold. House payments, utilities, house insurance, food, mainte- 
nance and repair to our home is divided by four to account for 
Alison’s share. Any expenses that are strictly for her are logged as 
such, as I use this information for Social Security’s report. 

SSI is a tremendous help for us to provide what Alison needs. In 
the past year, Alison’s monthly SSI check has averaged $394.47. 
The check varies from month to month because my husband gets 
paid every 2 weeks, so some months he gets two paychecks and 
other months he gets three. Even if Alison got the maximum 
amount of $458 every month that would mean she would get 
$5,496 a year. If Alison were institutionalized, our State and Fed- 
eral Government would pay $60,000 a year for her. What do you 
think taxpayers want to spend? 

Mr. Chairman, if Alison were in an institution, all her needs 
would be provided at no cost to us, but we want to care for her. 

Actually, she would not get everything she needs in an institu- 
tion. She would not get the love and nurturing of her family. She 
would not have the opportunity to enjoy a family life like other 
children do. She would not be able to learn how to live in the com- 
munity. She would not grow up where all children deserve to — in 
their own homes with their families. 

We believe that families who want to raise their children with 
disabilities at home should have the right to do so. SSI allows us 
to make that choice. 

If my husband and I died today, Dustin would go to a foster or 
adopted home. But Alison probably wouldn’t be so lucky, and I bet 
she would end up in an institution. When some people talk about 
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family values and family unity, it seems like they only mean for 
“normal children” who don’t have special needs. 

Alison is the light of our lives. She has come further than doctors 
ever expected her to. When she was four she learned to crawl, pull 
to stand, and communicate with gestures. One month shy of her 
sixth birthday she began to walk unassisted in the house. She still 
needs her wheelchair when we go out and for any distance. We are 
elated by her progress and we are proving the doctors wrong. 

Her eyes light up when her daddy comes home from work. She 
shrieks when grandma and grandpa come to visit. She loves to put 
on my shoes just like most girls. She loves yogurt and going bye- 
bye. She attends Sunday Mass and goes to religion classes. She 
fights with Dustin just like any sister would. She laughs, shows 
you where her hair is and loves to hear music before going to bed. 
Dustin adores her. If Alison were in an institution, my husband 
and I would be devastated, and so would Dustin because he would 
lose his favorite playmate and best friend. 

Alison’s disabilities are hard on all of us — emotionally, physically 
and financially. My husband has worked and paid taxes his entire 
adult life. I have a small part-time job. I miss working full time, 
but being at home means I can work with Alison on her therapies 
every day and take her to all the therapy and doctor appointments 
she needs. We get respite care and personal care assistance for Ali- 
son, which frees up some time for me to be with Dustin. He de- 
serves to have a mother too. 

Even if I did not have a child with disabilities, I would still want 
the SSI Program for eligible children with serious disabilities and 
their families. I think many people who do not have disabilities fail 
to realize that we are all just temporarily able bodied. Any child 
could have an accident or get sick and suddenly have a debilitating 
disability or illness. Disabilities have no prejudice of sex, age, race, 
social status or political affiliation. 

Our family lives modestly and within our means. My husband 
works hard to support us and to meet our ordinary needs and I try 
to help. But we need some extra help to take care of Alison at 
home and we are made to feel guilty about getting it. 

Mr. Chairman, in closing, I want to say that Alison is not a bur- 
den to us. We love her dearly. We want her to reach her fullest po- 
tential in life and to have some level of independence as she grows 
up. She would have never progressed like this in an institution. 
The SSI she gets allows us to give her our constant love and atten- 
tion. We, her family, are the best decisionmakers about her needs. 

Thank you. 

Chairman Shaw. Thank you for your testimony. 

Mr. McCrery will inquire. 

Mr. McCrery. Thai^ you, Mr. Chairman. And thank all of you 
for your testimony today. 

Mr. Parker, you have heard comments today about the study 
that the Social Security Administration did to try to determine 
what level of fraud and abuse there was in the SSI Program for 
children. Are you familiar with that study? 

Mr. Parker. Yes, sir, I am. 

Mr. McCrery. It appears to me that the testimony you have 
given here today and the news accounts that we have seen on 
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“Prime Time” and the Baltimore “Sun” don’t exactly jibe with the 
Social Security Administration’s assessment. What is your assess- 
ment of the abuse of this program? 

Mr. Parker. One thing, after reviewing that study, it did not in- 
clude the results of children with mental retardation. It did include 
ADHD, but mental retardation is one of the most error prone, sub- 
ject to malingering categories we see. Why that was not included 
in the study, I do not know. 

One thing I do not know specifically how these samples were se- 
lected for that study, whether it was done based on an established 
diagnosis to determine if there was actually a mental impairment 
or whether it was done with an allegation of a mental impairment. 
It is not unusual for us to see cases with an allegation, but once 
we develop the evidence, there actually is no mental impairment. 
So if they established it with an established diagnosis, that is a 
good study. 

The other thing I am not aware of is what percentage of the 
claims that actually was, to determine if that study was large 
enough to be statistically valid. I did circulate the results of that 
study to my staff and I could not find a single disability examiner 
that thought it was accurate. 

Mr. McCrery. Thank you. 

So your assessment of the level of abuse of this program differs 
from the statement that the Social Secruity Administration gave 
us? 

Mr. Parker. Very significantly. 

Mr. McCrery. And, Mr. Parker, is it correct that you also have 
a severely impaired child? 

Mr. Parker. Yes, sir, I do. I have a son with hemophilia, severe 
hepatitis C, and a shunt that has malfunctioned three times in the 
last 4 years. My medical bills every year for the last several years 
have been over $100,000, and I will reach the cap at three-quarters 
of a million dollars on my primary insurance within the next few 
months. 

Mr. McCrery. So you have some experience dealing with dis- 
abled children. 

Mr. Parker. Yes, sir, I do. 

Mr. McCrery. Thank you. 

Mr. Gardner and Ms. Higginbotham, do you agree that there is 
abuse in this program? 

Mr. Gardner. Oh, I certainly believe that there is probably 
abuse in this program. I think any time you have any program, you 
are going to have some abuse. 

What I have not seen is any statistical quantification of the 
abuse. I know in the Chairman’s opening remarks, he mentioned 
100,000 people. But I have not seen any data about that. 

One of the things that has just come out that was very interest- 
ing that I was studying last night, on January 18, the Social Secu- 
rity Administration put out a copy of a memorandum to the various 
Commissioners — I guess the outlying people that are administering 
the program — on this subject of the abuse and the crazy checks and 
all that sort of thing. 

And I was reading that memorandum, and I noticed that last 
June, on June 20, a guideline was sent to all the Social Security 
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offices about reporting any of that type of activity. And between 
June 20 and December 8, 460-something cases of suspected abuse 
were sent to Social Security for review, and it said when they re- 
viewed those, that in only 32 of those cases of suspected abuse was 
Social Security granted. 

That letter pointed out that the statistics of the applications is 
115,000 per quarter. And if we are looking at roughly two quarters, 
we are talking about 466 cases being referred to be reviewed again 
out of, say, 200,000 cases, which is one-quarter of 1 percent. 

So while I feel certain there is probably abuse there, these media 
reports we have, I don’t know any families that have a whole 
bunch of children on SSI. So I certainly don’t think that is typical 
of the program. 

So I think there is abuse there, but I don’t think it has been 
quantified. And I think it needs to be quantified. And it can cer- 
tainly be addressed on how to deal with it in the eligibility deter- 
mination process, I think, and in reviewing the followup monitoring 
and review. 

Mr. McCrery. Thank you for that response. I would like to fol- 
low up later and perhaps get your ideas on how we prevent this 
kind of abuse. 

The fact is that there are a great many families with multiple 
children on SSI that we have been able to locate and the news 
media has been able to locate. Why Social Security cannot do this, 
I don’t know, but it exists, it is out there, and the job of this Sub- 
committee is to find a way to stop it. 

Chairman Shaw. The time of the gentleman has expired. 

Mr. Ford will inquire. 

Mr. Ford. Thank you, Mr. Chairman. And let me thank the wit- 
nesses, and Alison’s mother. We are very delighted to have you 
here. I am sorry I missed the first part of your statement to the 
Committee. 

With Alison, do you have the Medicaid benefits — I may have 
missed that part of it — with your daughter? Do you have Medicaid? 
Does Alison have Medicaid? 

Ms. Higginbotham. Yes, sir, she does. 

Mr. Ford. She has Medicaid? 

Ms. Higginbotham. Yes, sir. 

Mr. Ford. You mentioned in your statement that the cash bene- 
fit certainly was a support system for you and your husband in tak- 
ing care of and raising Alison. What if the entitlement was re- 
moved with the Supplemental Security Income, that it was placed 
into a block grant that we would appropriate funds to the States, 
and the cash benefit was removed along with the Medicaid bene- 
fits, and some of the things you talked about in your opening state- 
ment would be provided up to a certain amount annually? Say 
those items that you would be buying for Alison would be provided 
by the government, and no cash benefits monthly from the Supple- 
mental Security Income? Would that impact, affect you and your 
husband in raising Alison? 

Ms. Higginbotham. First I need to ask you a question. I am not 
exactly sure what a block grant is and what it would do. 

Mr. Ford. A block grant would Just shift the responsibility to the 
State so that it would no longer be an entitlement program re- 
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ceived under the Social Security Administration, which you receive 
the Supplemental Security Income monthly check of whatever the 
monthly amount would be. 

Ms. Higginbotham. Would this block grant be only for medical 
expenses? 

Mr. Ford. It probably would be only for medical expenses, and 
some of the items that you have talked about earlier that Alison 
would need during the course of a year, those special things that 
you need to balance in order to give her the comfort she might 
need. 

Ms. Higginbotham. I see that there could be a lot of red tape 
involved and it could delay her getting some of these items she 
needs. As it is with Medicaid, you have to wait a long time, you 
have to wait for approval, and you also have to wait for a provider 
to order it. Sometimes if you need something right now, it is going 
to take — you may not get it for 3 to 6 months. 

So I see it as — if that would happen, it would be a great delay 
of equipment and/or services. And since a lot of the things that we 
provide for her, if it is considered medically necessary by the nor- 
mal standards, I could see that it could be a lot of problems. 

Mr. Ford. How long did it take you once you applied to the So- 
cial Security Administration’s office, from the date of the applica- 
tion with Social Security, how long did it take you to go through 
the process for the disability benefits for Alison? 

Ms. Higginbotham. I applied several times. I applied when Ali- 
son was just an infant and we were deemed ineligible because of 
income standards. I applied again when my husband had lost his 
job and we were still denied because of income standards. And I 
applied again when I had lost a job, and that is when we were able 
to get<it. 

The. last time we applied was in February 1992, and she was — 
she started receiving benefits in April of that year. Her medical cri- 
teria was already established. So it didn’t take very long. 

Mr. Ford. And you were denied once, twice, three times? Going 
through the regular process, the original application and to the 
Disability Determination Section, and all of the medical records I 
guess being supported in the application, I guess the reconsider- 
ation process, the disability determination process. 

Do you remember exactly how many times you were denied? I 
am trying to see 

Ms. Higginbotham. I believe it was twice. I believe it was on or 
about October 1988, the year she was born, and again around April 
1989, and again when I reapplied in February 1992. 

She was always eligible medically. 

Mr. Ford. She was always eligible medically. 

Ms. Higginbotham. Right. Her problems started at birth. 

Mr. Ford. You were means tested, you and your husband? 

Ms. Higginbotham. Yes, sir. 

Mr. Ford. Mr. Parker, have you witnessed in your office many 
of these disability claims being denied, or do you know of any appli- 
cation that might have come to your office that should have been 
denied, that SSA or the Disability Determination Section approved 
these claims, and you felt very strongly that these individuals 
would not, should not have been qualified for SSI benefits? 
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Mr. Parker. We have seen an enormous number of attempts to 
defraud the system, and all of the cases we approved, we met So- 
cial Security Administration guidelines. 

There is a good bit of concern that there is not comparable sever- 
ity on requirements for an older American with a physical impair- 
ment. 

Mr. Ford. You think the claims you approved met the require- 
ments under the statute? 

Mr. Parker. We did everjdhing we could to screen those cases 
using their guidelines. 

Mr. Ford. I see my time has expired. But the abuse part of the 
SSI Program, you have not really seen a lot of that come through 
your office, are you saying? 

Mr. Parker. Oh, yes, we have seen an enormous amount. 

Mr. Ford. But those applications in many cases and instances 
have been rejected; is that correct? 

Mr. Parker. Yes, sir. 

Mr. Ford. Thank you, Mr. Chairman. 

Chairman Skaw. Mr. Collins will inquire. 

Mr. Collins. Thank you, Mr. Chairman. 

Ms. Higginbotham, to help clear up a little bit about what is an' 
entitlement versus a block grant, an entitlement is when you fit a 
certain criteria then you are entitled to funds through that pro- 
gram. A block grant would still be based on eligibility. 

If you are eligible for the program based on a situation such as 
Alison’s, then you would still be eligible for benefits under that pro- 
gram. The difference in entitlements is that it is funded by the 
Federal Government based on dollars needed. The block grant too 
would be based on dollars needed, but it would be appropriated 
year after year, not just an automatic funding, if that helps in any 
sort of way. 

This, as one of my colleagues mentioned, is a very politically sen- 
sitive area. But it is also a very sensitive area, especially with 
Members who have very, very deep compassion for situations such 
as mental retardation through disability. My wife and I have been 
very fortunate with our children, but I have brothers who have not 
been as blessed as I have, and due to some of the things that have 
occurred in our family over the last 40 years, Mr. Gardner, my 
mother was the founder of the Association for Retarded Citizens in 
Butts County, Georgia, many, many years ago. 

But, you know, in this body, we must look at the program. We 
must look at SSI from the standpoint that we do have a lot of peo- 
ple in this country who are in need, true need. But we do have a 
lot of people who are abusing the system in some way. And that 
is where we need to determine exactly how or what the best ave- 
nue is for determining eligibility. 

Mental retardation to me stands out because it is a chronic dis- 
ability. Mental retardation just doesn’t happen 1 day and is gone 
the next. You can go back and check the history and you can check 
it again next year or the year after. The mental retardation will 
still be there. 

Mr. Parker, you deal with the subject on a constant basis, at the 
office and at home. What would be your recommendations as to 
how we address eligibility? 
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Mr. Parker. One of the keys I see is to retain the Medicaid eligi- 
bility for children with severe disabilities, because one of my major 
concerns is that the person in my situation that has $100,000 in 
medical bills but, you know, makes $10 too much to qualify for SSI, 
„ has absolutely nothing. 

So they do not have the Medicaid eligibility. I think the idea of 
a block grant could be productive because one of the things, when 
we see children with ADHD, I think the educational community 
would be more beneficial in working with those children than giv- 
ing that cash to those parents. 

Mr. Collins. In the area of Medicaid, when a child reaches 18 
and becomes an adult, then they are eligible as an adult; is that 
not true? 

Mr. Parker. That is correct. 

Mr. Collins. What is the difference between the day before they 
turned 18 and the day they turn 18? The costs are the same. The 
problems are the same. Especially in the area of mental retarda- 
tion. 

And we appreciate each of you being here, and Alison is a pretty 
little girl. 

Ms. Higginbotham. Thank you. 

Mr. Collins. Thanks for coming. 

Chairman Shaw. Mrs. Kennelly. 

Mrs. Kennelly. Yes, Mr. Chairman, and Mr. Chairman, I would 
like to thank you for having this hearing, and Mr. McCrery for the 
work he has done. And I think this hearing is highlighting the fact 
that we have a very, very difficult charge in front of us. 

Thank you, Ms. Higginbotham, for coming with Alison, for your 
suggestion to us that we absolutely should do something to help 
what you are doing, trying to keep your child at home and making 
ends meet. You are doing everything possible to have Alison’s life 
have quality to it. 

Yet, on the other hand, we saw the television presentation of the 
people who abuse the system. There is abuse in the system. So you 
highlight where we have to help people, and the other witnesss 
that have come here to support you and to back you up highlight 
that. 

So I think this whole hearing, Mr. Chairman, brings out that we 
have got a very, very important task of separating the truly needy 
for SSI and those who abuse the system. I think this is what this 
process is all about. And we have to be very, very careful in the 
process of getting the abusers, we don’t hurt those who rightfully 
qualify for SSI. 

So I thank you for the hearing and I thank you for coming. 

Mr. Parker, I have to say to you, you are trying to do your best, 
I know that, but the people in the agency are going to have to help 
us do better so we can separate the wheat from the chaff so that 
people don’t get hurt. I can’t tell you how to do your job. Something 
has gone askew, and this is something that I am scared to death 
we are going to hurt those who need it like Alison. 

Ms. Higginbotham. May I ask a question? From what I under- 
stand from your explanation of the block grants, and since children 
who get SSI also get Medicaid, in my understanding of it, it would 
serve the same purpose that Medicaid does, which is already in 
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place. To my understanding, and I may be wrong, you would be set- 
ting up something that is already in place. 

Mrs. Kennelly. Yes, but there is a concern here, and some of us 
are concerned that if you do a block grant, sending this back to the 
State, in the process you cut hack on the amount of moneys being 
spent to needy disabled persons. The State has less. You get less. 
Alison gets less. 

What we don’t want to do is say, OK, this is such a sticky, dif- 
ficult problem, we are going to send it back to the States. In the 
process people like you get hurt. 

So it is a technical situation, something we are going to have to 
wrestle with. 

Thank you, Mr. Chairman. 

Chairman Shaw. Thank you, Mrs. Kennelly. 

Mr. English. 

Mr. English. Thank you, Mr. Chairman. 

I welcome the panelists and I appreciate their being here to ad- 
dress an issue which will require some of the wisdom of Solomon 
to sort through both the need to provide assistance for people with 
disabilities like Alison and also to try to address the problem of 
fraud. 

And I think we all recognize this is an enormous responsibility, 
and this may be the most difficult thing we do in this Subcommit- 
tee this year. 

Mr. Parker, it is my understanding that Social Security sent all 
disability examiners a special notice to follow Social Security proce- 
dures for reporting suspected cases of fraud, and that is especially 
in cases in which a child tells a teacher or some other professional 
that he was instructed by his parents to act up in class. This is one 
of those areas where supposedly there has been a certain amount 
of fraud. 

Do you believe that this effort has been successful in limiting the 
abuse of the SSI Children’s Program? 

Mr. Parker. No, sir. We have had some of those in the regional 
Social Security Office in Dallas. But I am not sure that does any- 
thing to deter the children from happening. 

The major concern that I have is for the educational community, 
that what the parents are doing to these children in order to at- 
tempt to obtain benefits, they are destroying, you know, the will of 
the child to get a good education by encouraging them to fail. These 
are kids that could be doing well. 

They could become teachers themselves or doctors or lawyers. 
But they are not getting that encouragement at home. They are 
going the wrong way. 

One of the things I think we need to do is have the educational 
community involved in establishing the process. 

Mr. English. Thank you. My wife is a member of the educational 
community in our area, and certainly there has been a lot of anec- 
dotal concerns about precisely these kinds of situations. 

Mr. Parker, also, many of the program’s advocates refer to cited 
cases of abuse as being anecdotal. /Gid I wanted to get your reac- 
tion to that. And I was wondering, do you consider the number of 
cases of suspected fraud that you have seen in your office to be un- 
usual? 



400 


Mr. Parker. No, sir, I don’t. I don’t think it is unusual, because 
I am a member of the legislative committee that serves the South- 
west region for the National Association of Disability Examiners, 
and we have discussed this with a number of members across the 
country, and I think it is quite prevalent throughout the country. 

Mr. English. Thank you. 

Thank you again, for all of the members of the panel, for giving 
your time to help bring us up to speed on this very difficult issue. 

Thank you, Mr. Chairman. 

Chairman Shaw. Mr. Levin will inquire. 

Mr. Levin. Thank you very much, and again, welcome. 

Mr. Gardner, you expressed the need so vividly, as well as Ms. 
Higginbotham. So let me, if I can, in a nonadversarial way, because 
I don’t think this is a matter of partisanship here in terms of how 
we root out the problem. 

So let me discuss with you, Mr. Parker, I am interested in hear- 
ing your ideas of how we root out the problem without uprooting 
those in need. 

You are the area manager. You are in charge of the determina- 
tion process for the Shreveport area, right? 

Mr. Parker. Yes. 

Mr. Levin. Are people now receiving benefits through your office 
who should not be? 

Mr. Parker. That is a pretty broad interpretation there. If you 
are saying are people — we do everything possible to screen those 
cases, following administration guidelines to make sure that they 
are not. Based on the evidence that we are able to obtain, we feel 
that we do a good job in screening the cases. 

Mr. Levin. Do you think in terms of preventing fraud and abuse, 
that you are doing an effective job within your area? 

Mr. Parker. We are doing everything we can with the resomces 
we have. 

Mr. Levin. Well, how effective a job do you think you are doing? 

Mr. Parker. That is really pretty difficult to say. I think it is 
fairly effective. One of the concerns, I reiterate, is things that are 
happening to children as a result of trying to get benefits, is one 
of the major concerns that I had expressed to Mr. McCrery. 

Mr. Levin. So your concern has been more what is happening to 
kids who try to apply, not the fraud that your office is unable to 
detect? 

Mr. Parker. I think that is correct. 

Mr. Levin. So let me then ask you about the IFA, and Mr. 
McCrery’s approach, which is one way to do it, and is offered in 
good faith in response to a problem. 

He is suggesting that that category essentially be eliminated, 
that no one would be eligible to receive benefits through an individ- 
ualized functional assessment. I think he said, Mr. McCrery, that 
that would eliminate about 30 percent of those now receiving SSL 

Mr. McCrery. I estimated 25 percent. 

Mr. Levin. Twenty-five percent. And of that, I think nationally 
40 percent or so are listed or considered mentally handicapped. 

The experience within your office, would you favor eliminating 
receipt of benefits through IF As? 
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Mr. P.slRKER. I think it would bring the criteria more in line with 
the adult criteria. By doing that, we would — you would eliminate 
children with less severe medical impairments than those that 
never equal the severity of the medical listings. 

Mr. Levin. So you would favor doing that? 

Mr. Parker. Yes, sir. 

Mr. Levin. You don’t think that any of the children today receiv- 
ing benefits through IFA should be receiving them? 

Mr. Parker. Well, I think, you know, part of this is a judgment 
call with the intent of the program, because in the adult criteria, 
we are tr3ang to, you know, identify people that would not be able 
to work because of the reason of a physical or mental impairment. 
With children, it is more by whether they are able to perform age- 
related functions, which is not necessarily related to the ability to 
work. 

Mr. Levin. Just — my time is up — so as I understand it, you don’t 
think that any of the children who are now receiving benefits 
under individualized functional assessments should be receiving 
those benefits? 

Mr. Parker. Well, I am saying it depends on the intent of, you 
know, what your intent with this program is. 

Mr. Levin. Well, in your judgment, is it your own personal, as 
well as your experience administering this program, you see the 
documents, you may even see some of the children, you think they 
should be eliminated from assistance or not? 

Mr. Parker. I am saying that I believe that those children would 
be the children with less severe impairments than those that met 
or equaled the listings. 

Mr. Levin. But you are not sure whether or not they should be 
receiving benefits, whether they are in need or not? 

Mr. Parker. Well, I am saying we realize those children have 
some medical impairments but they are not as severe as those that 
meet or equal the criteria of the medical listings. 

Mr. Levin. Thank you. 

Chairman Shaw. Thank you. 

Mr. Ensign will inquire. 

Mr. Ensign. Thank you, Mr. Chairman. 

Ms. Higginbotham, I appreciate your moving testimony. It was 
one of the most moving testimonies I have heard in this last 4 
weeks that I have been here. 

I had some experience with a place called the Variety School for 
the Handicapped in Las Vegas. One of my campaign workers, her 
son attends there, and the stories that I heard from some of the 
parents there and in going and visiting, had to deal with the Amer- 
ican Disabilities Act and what it was doing to force certain local 
Federal programs and Federal criteria on local programs. And the 
parents were crying out that they need help from the Federal Gov- 
ernment. 

But at the same time, I experienced that a lot of them were very 
resentful. They had cases like yours, where sometimes the funding 
was not quite adequate, when they saw other people in the system 
that were abusing it, they thought that money could be going to 
those who truly were in need. And I wanted to get your feedback, 
if you have had experience with other people that have been abus- 
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ing the system or other people that you know that are on SSI that 
have had experience in this, and how you feel about it? 

Ms. Higginbotham. I have gotten to know many people in my 
area, and I have gotten to know some people through correspond- 
ence throughout the United States. The people that I have gotten 
to know throughout the United States, naturally I don’t know them 
personally, but in my area, we have started support groups and 
done various things. 

The people that I know, personally, I don’t know them to be 
abusing it. Most of the people that I know have children with se- 
vere disabilities. And they may have some that have physical dis- 
abilities and not mental or vice versa. The people that I know, I 
don’t know of anyone that is. 

Mr. Ensign. So you haven’t observed any of the abuses like I saw 
on the television. 

Ms. Higginbotham. No, sir. 

Mr. Ensign. I think it is a legitimate point. I watch things like 
“Prime Time” and some of the shows on television. And sometimes 
they can pick out one or two cases across the country in programs 
that are good programs, and they may show an abuse, when the 
whole rest of the program is actually a pretty good program. We 
do have to look at programs like that with a very cautious eye. 

But just personal anecdotal stories that I have been told, as well 
as what Mr. Parker and several of the other members of the panel 
have been told, there does seem to be quite a bit of abuse out there. 
Not in cases like yours. But it is the people who don’t deserve to 
be on the program. And what we have to be careful of when we are 
dealing with and being stewards of the Federal dollars, we have to 
make sure that the money is getting to the people who truly de- 
serve it. 

And I thought the comment about having Solomon’s wisdom was 
a very appropriate comment, because this is such a difficult matter. 
How do we not take money away from families that are deserving, 
such as you, but take it away from those that are abusing the sys- 
tem so that we have more money for new families or the ability to 
increase aid for families like you. And I think it points out how dif- 
ficult of a situation we are facing up here. 

Thank you, Mr. Chairman. 

Chairman Shaw. Ms. Dunn. 

Ms. Dunn. Thank you, Mr. Chairman. 

I would like to continue Mr. Ensign’s questioning and the ques- 
tioning of a couple of the other folks up here on the abuse issue. 

With Mr. Gardner and Mr. Parker, I am wondering if you have 
seen rampant abuse. If you have examples in your mind, firsthand, 
and if you do, what we can be doing to address that. 

Mr. Gardner. I have not had one of the cases like the Baltimore 
“Sun” or the mediapiece that you saw on “Prime Time.” I have not 
seen that kind of case in my area, except what you have seen in 
the newspaper. 

The Caddo Bossier Association sent out surveys to a number of 
families and got about 70 or 80 of them back, survey being what 
they spent the money on. And we found that they were spent on 
a variety of things which were not just medical needs, which is ap- 
propriate. 
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There was a whole list of generalized categories and the medi- 
cally oriented categories, and when we cataloged it, we found that 
the top items they were spending it on was their rent or mortgage, 
food, utilities, clothing and transportation, and diapers ran a close 
sixth, because disposable diapers are a very expensive item when 
you buy them in bulk. And that is just surveys that were done in 
the past couple of weeks. 

So I don’t doubt that the abuse is out there. And I think that it 
will always be out there. But I, really in the depth of my soul, do 
not believe that it is to the extent that these anecdotal stories say 
it is. 

I have concerns any time you decide that you are just going to 
take, like the individualized functional assessment, if you are just 
going to take that out of the program, any time you do an all-or- 
nothing slice with people with disabilities, a big bunch of people 
sitting on the border fall over the cliff and get hurt and disappear. 
And I think you can’t make a total objective — all the data in the 
field, the research going on right down the street at NIH, says that 
you cannot make a totally objective determination to disability. 
That functional assessment was developed by experts after the 
Zebley decision. If you do away with that, that, in effect, says if 
someone takes an IQ test and the cutoff is 70 and you make a 71, 
you are out. Now that is supposedly the cutoff for mild to border- 
line mental retardation. If you cut that out, those people disappear 
over the cliff. 

I know that when you put the word “mild” mental retardation 
and you say that to someone who is not knowledgeable in the field, 
that says to them they don’t have much of a problem. The label 
“mental retardation,” even if it is mild, says that if we do a real 
good job, we might get that person living independently with a lit- 
tle supervision and into a minimum wage job. That I call a severe 
disability, if that is as far as we are going to get that person in 
life, even though we have labeled him mild mental retardation. 

So I would be reluctant — not that all of this can’t be worked on 
to build in protections, but just to say we are going to take one 
piece that is causing the problem and throw it out the window, peo- 
ple are going to get hurt when you do that. We are going to have 
to be very careful in approaching that issue. 

Ms. Dunn. I agree with you. Certainly, we are looking for a very 
delicate balance here and that is 

Mr. Gardner. Could I respond to block grants? 

Ms. Dunn. Hold it, because I would like to get Mr. Parker’s re- 
sponse to my first question and then you are welcome to respond. 

Mr. Parker. I am sorry, I didn’t hear you. 

Ms. Dunn. On the question of abuse, whether you have seen it 
firsthand, and how we can do a better job of monitoring it so that 
we can get the money to the people that really need it? 

Mr. Parker. I thi^ it is a widespread problem. The only means 
I see to eliminate it is to actually change the criteria that does not 
reward the parent for encouraging their children to do poorly in 
school. I think there needs to be a penalty some place for those who 
do, because in this system where you attempt to profit from the 
system, there is no penalty. If you attempt to rob a bank and are 
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caught in the process, there is a penalty. If you attempt to fraudu- 
lently obtain benefits, there is no penalty whatsoever. 

The National Association of Disability Examiners has rec- 
ommended eliminating unrestricted cash payments. I don’t think 
they are making that recommendation lightly. That was only done 
after quite a bit of discussion across the country. 

Ms. Dunn. Thank you. 

Mr. Gardner. 

Mr. Gardner. Of course, I am absolutely opposed to the elimi- 
nation of cash payments totally. I think you will produce homeless- 
ness on the streets, and you will push children through institu- 
tions. I have lived with those decisions, with crisis in my life, over 
the past 21 years. I have lived with the temptation to institutional- 
ize a child and get total care. Total care. 

The ARC for a decade tried to get Congress to revise the bias to- 
ward institutional care through Senator Chafee’s legislation. We 
came up here every year and begged, and begged and begged to 
take that $77,000 a year you are spending and reallocate it back 
to the community and serve more people. 

Sure, complex and severe people were going to require more. But 
when you start talking block grant, that tells us what happened in 
the early eighties. The disability community is terrified of block 
grant. 

It means drastically reduced money, drastically reduced pro- 
grams, and long waiting lists and mismanagement by States. That 
is the message we get. That happened to respite in the eighties in 
Louisiana. 

The only way respite got a reprieve, and that is the number one 
program in America that helps keep kids out of institutions is res- 
pite for families from that 24-hour-a-day situation. And when we 
got to where people with severe disabilities subject to institutional- 
ization could then apply under the waiver program to get these ad- 
ditional services, respite was in there and it loosened it up. 

Now, in Louisiana there is a 2-year waiting list, if you put your 
child on the list today, to get waivered services. And even more ri- 
diculous, they have an emergency list, like if a parent would die 
that is taking care of a child, they have a waiting list for the emer- 
gency list in Louisiana. Have you ever heard of a waiting list for 
an emergency placement? 

So when you say block grant, you mean less money going to a 
State, capped programs, and a history of mismanagement by 
States. 

Chairman Shaw. Mr. Rangel will inquire. 

Mr. Rangel. Mr. Parker, I feel embarrassed that people who God 
created in all their diversity have to come before the Congress to 
justify the little help we are giving. And the reason we are doing 
it is because people like Sam Donaldson can find wrongdoers and 
then play the expose over, and over, and over again about these 
abusers. Then the majority who receive benefits are good people 
who have to come and say, not me. 

Mr. Donaldson did the same thing to Members of this Ways and 
Means Committee on one Easter Sunday morning after they 
worked so hard. They went to the beach, and Sam Donaldson found 
a video, and all over the country Congressmen and Ways and 
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Means Members appeared as though they were using taxpayer 
money, and people got defeated. 

I am going to yield to Harold Ford, because I want to take ad- 
vantage of his knowledge of this subject so that we can cut out the 
cancerous abusers of this program and allow the recipients that de- 
serve it to receive it with dignity. 

Mr. Ford. 

Mr. Ford. Thank you, Mr. Rangel, and Mr. Chairman, I am 
going to be very brief, but just a few questions to Mr. Parker. 

Naturally, we want to try to protect all of those disabled children 
who have severe disabilities. I mean, it is clear that all of us on 
this Committee want to make sure that protection is in place. But 
we hear so many of those stories that Mr. Rangel has talked about 
and even with the television, like the “Prime Time” special that we 
watched before this Committee today. We would like to rid this 
program of those who are in fact abusing the program. 

But we surely don’t want to impose a hardship upon those who 
are not in fact abusing and are in need of the Supplemental Secu- 
rity Income Program. I want to think that all of us as Democrats 
and Republicans alike would want to make sure that happens. 

And in trying to get to the bottom of some of the problems that 
we see in the program, and we go back not to this administration, 
but even to the Reagan and Bush administrations, to see over the 
years an increase in the number of SSI claims. And, it goes right 
back to the fact whether or not the Social Security Administration, 
with the administrative caseloads — and in your office, you have in- 
creased your caseload in large numbers and you have brought on 
new employees to respond to the caseloads. You indicated earlier 
that you have not really seen any cases come through where the 
recipient has been approved to receive SSI benefits that you felt or 
thought that there was some abuse within the program itself. 

Are there certain areas in this country where we can find more 
abuse than we can see maybe in the Louisiana area, when we see 
stories like we have seen today with Sam Donaldson and Chris 
Wallace? 

Mr. Parker. Other than the Louisiana area? 

Mr. Ford. Yes. 

Mr. Parker. I tell you what, you may want to talk to Gordon 
Middleton who is a professional relations officer in the Georgia 
DDS. I understand there is a large GAO investigation going on 
there — Dr. David Morton III, formerly the chief medical consultant 
on the Arkansas DDA, who will be sending a substantial amount 
of evidence to the GAO on problems that they have had in Arkan- 
sas. 

And within 

Mr. Ford. Are these people affiliated with the SSA office — agen- 
cy? 

Mr. Parker. Dr. David Morton was formerly, he is no longer the 
chief medical consultant of the Arkansas DDS, the Disability De- 
termination Section, and Gordon Middleton is with the DDS in the 
State of Georgia; Carol Moore, with the Tennessee DDS who is the 
legislative chairman for NADE. 

Mr. Ford. Are you familiar with the SSA’s officer. Dr. Thompson 
who reviewed 600 of these disability cases and only found a small 
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proportion of those applications in their investigation that might 
have been fraud or abuse in these applications? 

Mr. Parker. Yes, sir, I am familiar with that. 

Mr. Ford. Can you tell us a little bit about that? Did you conduct 
any of those reviews in your area in the Department of SSA? 

Mr. Parker. I do know how the sample was collected for that. 
I do not know whether that was done with those with the allega- 
tion of a mental impairment or those with the established diag- 
nosis of a mental impairment. 

Mr. Ford. Do you find any of these applications that are coming 
in that these children are being coached outside of members of 
their families, maybe through school districts, or through kids 
being placed in certain programs within the school that would 
automatically qualify these children that we are talking about, not 
the retardation kids, but kids who sought these SSI benefits after 
the Supreme Court rules in 1989? 

Mr. Parker. I am sorry, did you say being coached outside the 
family? 

Mr. Ford. Outside the family members, yes. 

Mr. Parker. We have not. 

Mr. Ford. You have not found that to be true in your office? 

Mr. Parker. No, sir. 

Chairman Shaw. Mr. Camp. 

Mr. Camp. I have no questions, Mr. Chairman. 

I will 3 deld my time to Mr. McCrery. 

Mr. McCrery. Thank you, Mr. Camp. 

I want to make it clear from my standpoint as one of the two 
people that have spearheaded the effort to do something about the 
abuse in this program, that it is not my intention to deprive fami- 
lies with truly severely disabled children benefits that they are ciur- 
rently receiving under the SSI Program. 

Mr. Parker and his group who have seen these applications and 
heard of the abuse have recommended that we do away with cash 
payments. That we continue Medicaid. That we continue other Fed- 
eral programs for disabled children, such as the Children with Spe- 
cial Health Care Needs Program, the Administration on Devel- 
opmental Disabilities Programs, Individuals with Disabilities Edu- 
cation Act, of course, the various programs under Medicaid. The 
Early Childhood Intervention Program, which is also under the 
IDEA. 

There are a number of Federal programs in existence to assist 
families with seriously disabled children. We are not going to harm 
those. We are going to leave those in place. 

In addition, we are going to continue to allow children to qualify 
under SSI, which gives them automatic qualification for Medicaid. 
My view is that we ought to continue cash payments to families of 
children who are so severely disabled that they require constant at- 
tention, that might be institutionalized were it not for the cash as- 
sistance. I think that makes sense. 

So I am not here to take away anything that Alison is getting. 
I want to make sure she continues to get what she is getting. But 
at the same time, as a Member of Congress, as a representative of 
all the people in my district and a representative of all the people 
in the country, I have got to weigh the needs of everybody in this 
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country against the needs of a special few, deserving few, in many 
cases, in most cases, but still we must balance that. 

We, all of us, I suspect, would like to give everything to every- 
body, anybody who needed anything. And that has been tried in 
some other economic systems. It turned out it didn’t work too well. 

So, we have a problem here. We have got to try to take care, to 
assist, I should say, those who truly deserve help. But at the same 
time, we must be responsible in creating and running those pro- 
grams. 

And I understand, Mr. Gardner, that you represent The ARC, 
and I understand they are a special interest group and they are 
bound and determined to get everything they can get for the people 
that they serve. 

I don’t have any problem with that. We are bombarded with spe- 
cial interests in this Congress every day and we have to try to take 
the information you give us, plug it in, assimilate it all and come 
out with a balanced approach and a balanced program. 

So this is a terribly difficult problem. I appreciate all of you com- 
ing and sharing with us your views. 

Mr. Parker, I appreciate your honesty in coming forward and 
pointing out the abuses. 

I just want to point out a couple of things about the IFA. 

Mr. Gardner, as you probably know, the IFA was originally de- 
signed not for children. It was for adults. And the Zebley decision 
was all about the black-letter law, and how, since the SSI Program 
for Children did not have a functional assessment that we did have 
for adults to determine if they were able to work, and only if they 
were not able to work, then the SSI, which was designed to replace 
wages, replace income that people couldn’t get, only because of that 
and the black-letter law, which said that you had to treat children 
the same as adults, basically, did IFA come into existence for chil- 
dren. But it doesn’t really have the same applicability in children 
that it does to adults. 

And in my view, the black-letter law should never have been 
written the way it was, or the Zebley decision would never have ex- 
isted. 

I disagree with you. I think we must, as a start, do away with 
the IFA. We must reexamine the mental impairments listing, and 
perhaps make some adjustments to account for those cases that do 
deserve help and are getting it now under the IFA. But to continue 
the current system, I thiri would be irresponsible on our part. 
Even the most compassionate, I think, have to say that we have 
got to make some adjustments so that we can balance the interests 
of everybody in this country. 

Chairman Shaw. Mr. Kleczka. 

Mr. Kleczka. Thank you, Mr. Chairman. 

Let me ask Mr. Parker a couple of questions. 

I think it has been inferred by some of the questions that if you 
folks back in the communities would tighten up how you adjudicate 
these cases, we would have less fraud and abuse contained therein. 

Is it not so, Mr. Parker, that the current law and the current reg- 
ulation are written such that you in your approval don’t have much 
latitude? 
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Mr. Parker. We follow, you know, letter and verse, the Social Se- 
curity Administration guidelines. We have no flexibility on the 
decisional criteria in the DDSs. 

•Mr. Kleczka. And if you interpret the laws a little too tightly, 
is it not true, that currently, administrative law judges reverse the 
determinations? 

Mr. Parker. I tell you what, the administrative law judges actu- 
ally are not bound by all of the same criteria. 

Mr. Kleczka. So they use a different set of standards versus 
yours? 

Mr. Parker. That is right. 

Mr. Kleczka. Are they more hberal or tighter restrictions? 

Mr. Parker. More liberal. 

Mr. Kleczka. In your capacity working for SSA, if Alison came 
into you and her parents came into you seeking eligibility, what 
would your decision be, knowing what we know about Alison 
today? 

Mr. Parker. There would absolutely be an allowance, as I be- 
Ueve she indicated, she was medically eligible from the first. 

Mr. Kleczka. That is the point I wanted to make, Mr. Chairman. 
Although we have seen descriptions of abuse in the video today and 
there has been some criticism of these being real abstract cases, 
that is what the American public thinks is happening in the pro- 
gram. I don’t necessarily believe that to be the case. 

Every colleague of mine I speak to from around this country has 
come forward with identical cases. I in my office have dozens and 
dozens of teachers and psychologists coming forward. So if I were 
to view this without any constituent input, I would say, by golly, 
how do they find that stAiff? They must have somebody out search- 
ing for that abuse, and they found that needle in the haystack, but 
that is not the case. 

The reverse of that is our hearing today, where Alison comes 
with her mother and then the public sees a truly deserving case. 
In the context of Congress talking about doing something to this 
program, they should know full well that it is not the Alisons we 
are talking about. 

But the problem with a hearing hke this, is we can’t get the 
abusers to come. They are hard to identify. And if we knew their 
names, they would say no to the Chairman anyway. 

But in the Chairman’s comments, and Mr. McCrary’s comments 
and my comments, I think every comment of the Committee, we 
are not trying to hurt the Alisons. We are going to continue helping 
that type of a child. Because I think the most conservative person 
in this country would say, yes, I will pay an extra dollar in taxes 
to help that person out. 

But I just hope we don’t leave the Committee hearing today 
thinking Confess is looking at doing something dastardly to that 
type of an individual. That is not the case. 

Even in Mr. McCrer/s proposal, Karen, it would continue yoiu- 
cash payments like it is today, so there is no disruption whatso- 
ever. 

My program is somewhat different. If I imderstand your situa- 
tion, when Alison was bom, you applied and immediately received 
Medicaid; is that not correct? 
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Ms. Higginbotham. No, sir. 

Mr. Kleczka. At what point did you receive Medicaid, the health 
coverage only? 

Ms. Higginbotham. We received Medicaid for Alison in Novem- 
ber 1991. And that was through Louisiana’s community home- 
based waiver services. At the time, I was working and the waiver 
services do not look at the parent’s income or resource, only the 
child. I lost my job a few months later, and I applied for SSI for 
the third time. And because I was not working, since that 

Mr. Kleczka. The two previous times you applied, your income 
and your husband’s income was in excess of the level set by law, 
so you didn’t qualify, but the third time, you did. Yoiu: income was 
such that you qualified for the program; is that correct? 

Ms. Higginbotham. Correct. The first time that we applied, I 
was working, my husband was working. The second time we ap- 
plied, my husband had lost his job. He was drawing $67 a week 
unemployment. 

I was pregnant with my youngest child. And I had to stop work- 
ing — I had to stop working full time, I worked half time. And I was 
drawing, roughly, $100 a week. And we still could not get SSI for 
her because we had a little bit of money in the savings. 

The first time our income was too high and our savings. The sec- 
ond time — ^we applied four times. I am sorry, the first time our in- 
come was too high, the second time my husband had lost his job. 
My husband was drawing $67 a week. I was working full time. 

I had some complications with my pregnancy and had to work 
half time and that is when he was still drawing $67 a week. I was 
drawing, roughly, $100 a week. But we had $5,000 in savings. And 
when Alison was bom, we had a lot more than that. But it took 
it all. And we were deemed ineligible because of the savings, not 
because of the income. 

Mr. Kleczka. OK. And you get reduced benefits if your income 
rises. Programs like this are based on income. But in closing, what 
I would like to indicate is that the program changes we are talking 
about today, and hopefully will come to some agreement on, are not 
designed to hurt whatsoever yoxu" daughter or children in a similar 
situation. 

Thank you. 

Chairman Shaw. Thank you. 

Karen, you obviously are a special parent, you and your husband 
both are special parents. You have been given a special child you 
love very much and you want to keep in your home. 

I can tell you that the Federal Government is in no way going 
to deprive you of that wonderful obligation that you have under- 
taken. We will not forget you. We will not forget Alison. 

Ms. Higginbotham. It would be hard to forget her. 

Chairman Shaw. For this Committee, for the Congress to tvmn 
its head on some of the irresponsible gaming of the system that is 
going on, and we agree, there is consensus on both sides of the 
aisle on this, for us to turn our head the other way and allow that 
to continue, would destroy the program. 

But I don’t want to leave you here thinking that or wonying that 
we are going to forget you. We will not forget you and we will not 
forget all of the Alisons of the world. 
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Thank you very much. You have given very powerful testimony, 
the three of you on this panel. We very much appreciate your com- 
ing and being with us today. 

Thank you very much. 

Now, we will go to the second panel, which will be the third 
panel, which includes Carolyn Weaver, who is the resident scholar 
and director of Social Security and Pension Studies of the Amer- 
ican Enterprise Institute in Washington, DC. She will be joined by 
Jane Ross of the General Accounting Office. 

They will provide us with an overview of the current SSI Pro- 
gram, including the issues we will discuss in detail with the panels 
that are yet to follow. 

We will wait just one moment for the room to clear. 

Dr. Weaver and Ms. Ross, we have your written testimony, which 
will be made part of the record. Please feel free to proceed as you 
wish. 

STATEMENT OF CAROLYN L. WEAVER, PH.D., RESmENT 

SCHOLAR AND DIRECTOR, SOCIAL SECURITY AND PENSION 

STUDIES, AMERICAN ENTERPRISE INSTITUTE, WASHING- 
TON, DC 

Ms. Weaver. Thank you, Mr. Chairman. 

I am not quite as perky as usual. We have been here for a couple 
of hours now. I will do my best to give you a quick summary of the 
testimony, assuming that you will be able to read those pieces that 
are of particular interest. 

My name is Carolyn Weaver, and I am a resident scholar and di- 
rector of Social Security and Pension Studies at the American En- 
terprise Institute. I am also a member of the new Social Security 
Advisory Board. 

Chairman Shaw. Could you suspend for just 1 moment? 

I would ask that those having conversations, if they could go out- 
side, then that would make it easier for us to proceed. Just sus- 
pend for 1 moment. I want to make sure that we have your testi- 
mony. 

Dr. Weaver, please proceed. 

Ms. Weaver. I just wanted to relate that I am a member of the 
new Social Seciuity Advisory Board, but I am here today to speak 
as a public policy researcher at AEI. 

I would like to begin by commending you all on holding this 
hearing and on paying attention to a very important public pro- 
gram. SSI has gone without serious congressional scrutiny dinring 
much of its 23-year history. I think it is fair to say, were it not for 
your activities, this single largest cash welfare program in the Fed- 
eral budget would still not be addressed in the various welfare re- 
form policies now being discussed. 

The absence of serious congressional consideration is obvious 
from some of the overall patterns of growth and the changes that 
have taken place in the program, especially in the last decade. SSI 
is growing very rapidly, and the population being served by the 
program has changed a great deal. 

Having said that, I wish to reiterate what each of you has said, 
which is that SSI has been a vital lifeline for some of the Nation’s 
most needy people. That is, poor disabled people and poor elderly 
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people. The trick here is to eliminate inappropriate benefits while 
finding a better way to deliver the benefits to those people who are 
truly needy. 

With that said, in order to keep my testimony brief, I would ask 
that you just flip over to the charts that are at the end of the 
paper, and I will move quickly through them. I will then conclude 
with some of my thoughts on SSI benefits for children with disabil- 
ities. 

Referring to figure 2 first, you can see that there has been very 
rapid growth of the SSI benefit rolls in the last decade. SSI now 
costs more than AFDC, the heart of the welfare reform debate, and 
it is growing much more rapidly. It is the disability components of 
SSI that is growing most rapidly. 

As figure 2 shows, the number of disabled people on the rolls 
doubled between 1974 and 1990, and has gone up by 1 million in 
the last 3 years alone. The program served mainly elderly people 
when it was begun, and this remains the popular view of the pro- 
gram, that it is a safety net mainly for elderly people. Over half 
of the people initially on SSI were elderly people. Typically they 
were people without other income or who had acciunulated pen- 
sions. 

Today, the overwhelming majority of people on SSI are people 
with disabilities. About 5 million people on the rolls, or three- 
quarters of the total, are people with disabilities. 

You will notice the relative decline in the number of aged people 
on SSI, and then the recent stability. Part of what is going on can 
be seen by flipping back to figure 1. I am sure you have seen some 
of this data in earlier testimony or in work that the Subcommittee 
has been doing. It shows the rapid growth of aliens on the SSI 
rolls, particularly among the elderly. 

Unlike in other public assistance programs, we have seen contin- 
ued progress with the aged population on SSI. The number of citi- 
zens on SSI has actually fallen by 400,000 since 1982. That has not 
been reflected in the overall numbers because of the rapid growth 
in aliens receiving SSI. 

You can see that between 1982 and 1993, the proportion of aged 
aliens receiving SSI rose from 5.9 to 28 percent. I would make just 
two observations about this; First, the rapid increase in aliens has 
completely offset the gains in the citizen population of aged SSI re- 
cipients, that is, the dechne in numbers that historically accom- 
plished the expansion of Social Security. Second, aliens receive 
much higher benefits on average than citizens do. 

Could you explain the lights to me? 

Mr. Camp. You can continue until the red light comes on. 

Ms. Weaver. And when will that be? 

Mr. Camp. Not long. 

Ms. Weaver. Let me proceed more quickly through these charts. 

In chart 3, you can see that the primary diagnosis group among 
disabled adults, as well as among children, is mental disorders, 
which includes schizophrenia, depression, and anxiety. This is the 
wave of the future in the SSI Disability Program. 

This is a new development. One concern here is that young peo- 
ple with mental disabilities, the fastest growing subgroup, have 
very poor prospects of returning to work. 



412 


Figure 4 shows the number of kids on SSI and the rapid growth 
we have been talking about. And you know about the rapid growth 
of addicts and alcoholics. 

If I could make two policy observations. First, I think that the 
drug addicts and alcoholics provision enacted last year is seriously 
flawed. Not only will it be a bureaucratic nightmare for SSA, but 
also I can’t imagine that the benefits in terms of rehabilitations or 
net savings to society will be anything but uncertain at best. 

It is a highly complex program, with very uncertain benefits. In 
addition, addicts and alcoholics will continue to be granted benefits 
under the program. I commend the Subcommittee for rethinking 
this provision. 

As far as kids on disability, this is a provision that must be reex- 
amined. A poor family with a child on SSI receives possibly double 
or triple what a poor family on AFDC receives. I think you have 
to hone in on the issue of what are the extra expenses of raising 
a particular disabled child and are they met or unmet by other gov- 
ernment sources? 

Therefore, I find ideas like moving toward a voucher system or 
toward using Medicaid to cover those added unmet expenses quite 
attractive. Neither one of these proposals would preclude broader 
more sweeping changes like block granting some or all of the pro- 
gram. I think it is important to keep in mind, as you were discuss- 
ing earlier, that in trimming benefits for kids with disabilities, 
Medicaid is available to any child who is qualified for AFDC. And 
there are other Federal programs as well that should be considered 
in evaluating the needs of those families. 

Thank you. 

[The prepared statement and attachments follow:] 
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SSI: THE OTHER PIECE OF THE WELFARE CRISIS 


Carolyn L. Weaver, Ph.D. 
The American Enterprise Institute 
Washington, D C. 


Hearing on Changing Eligibility Standards for Supplemental Security Income 
Testimony before House Ways and Means Subcommittee on Human Resources 
January 27. 1995 


Mr. Chairman. My name is Carolyn Weaver and I am a Resident Scholar and 
Director of Social Security and Pension Studies at the American Enterprise Institute. I am 
also a member of the Quadrennial Social Security Advisory Council and the new Social 
Security Advisory Board. I have served on two public advisory councils dealing with federal 
disability policy. It is in my capacity as an economist and a public policy researcher that I 
speak to you today. 

I'd like to begin by commending you on holding this hearing and preparing to tackle 
some of the problems that plague SSI. Were it not for the tireless efforts of House 
Republicans over the last year or so, SSI would not even be on the table for discussion. 

Under the pretense of ‘ending welfare as we krxrw it,‘ welfare reform would have proceeded 
without consideration of the single largest, and fastest growing, cash welfare program in the 
federal budget. SSI would have remained on the shelf, where it has been for most of its 23- 
year history, largely irrunune to the scrutiny received by other federal welfare programs. 

The absence of serious scrutiny by Congress shows. The program is growing like 
gang-busters and serving a population that is very different than when it was created. It cries 
out for reform to address both specific problem areas, such as those you will be considering 
today, as well as more deep-seeded problems in the underlying premises of the program. 

Having said that, I hasten to add that SSI has been a vital lifeline for some of 
America’s most vulnerable citizens-the elderly and the disabled poor. It provides a 
nationwide, minimum income guarantee ($5,496 annually for individuals and $8,244 for 
couples in 1995) that is cost-of-living adjusted each year and fmanced almost entirely by the 
federal government. The challenge is to find ways to eliminate inappropriate benefits and to 
improve the way benefits are delivered to the truly needy. 

Program Growth: 

SSI is more costly and growing much more rapidly than AFDC (Aid to Families with 
Dependent Children), the focus of the welfare reform debate. In 1993, the most recent year 
for which data are available, an estimated 6 million people received SSI, up nearly one-half 
since 1980 and one-quarter just since 1990. Federal spending stood at $23 billion, double its 
level (in real dollars) in 1980. Federal spending on AFDC. by contrast, was $16 billion in 
1993, up 23 percent in real terms since 1980. According to the President’s budget last year, 
the SSI benefit rolls will grow so rapidly in the next few years that, by the end of the 
decade, the cost of the program (including federal and state spending) will exceed the cost of 
AFDC. Food Stamps, subsidized housing, the greatly expanded Earned Income Tax Credit, 
and all other major public assistance programs except Medicaid. 

Since SSI is a ticket to Medicaid (and can be a ticket to Food Stamps as well), the 
rapid growth of SSI does not bode well for the nation’s giant health-care program for the 
poor either. The reason is the relatively high cost of health care for the aged and disabled, 
particularly long-term care. According to data compiled by the House Ways and Means 
Committee, in 1992, Medicaid spending averaged $2,936 per capita— but was $7,700 for the 
elderly and $7,612 for people with disabilities as compared to $1,752 for AFDC adults and 
$959 for AFDC kids. The bulk (approximately 70 percent) of Medicaid spending is for the 
aged and disabled, not AFDC mothers and children as often assumed. 

Changing Mix of Elderly and Disabled Recipients 

Many people view SSI, erroneously, as a program serving mainly as a safety net for 
the elderly poor. While this once was true, it no longer is. SSI has been transformed over 
the years into a program serving mainly working-aged adults (and increasingly children) with 
disabilities. 

When SSI was created in the early I970s-federalizing the old-age assistance, aid to 
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the disabled, and aid to the blind programs around the country-most SSI recipients were, in 
fact, elderly. Typically, they were elderly people who were not eligible for social security 
or whose pensions left them in poverty. Over the years, as the elderly have gained eligibility 
for higher social security benefits and their general economic well-being has improved, the 
number of elderly people on the rolls has generally fallen. Whereas 2.3 million elderly 
people were on SSI in 1974, the program’s first year in operation, the number fell to a low 
of 1.4 million in 1988 and has grown slowly since then. 

Growth AreaS"Aliens: Underlying the slowdown in the improvement in the SSI- 
elderly rolls is the great expansion in the number of aliens on SSI, which accompanied the 
huge influx of legal immigrants during the 1980s and early 1990s. As shown in Chart 1, 
immigrants comprised 28.2% of the elderly on SSI in 1993, up from 5.9% as recently as 
1982. The rapid growth in the number of aliens first moderated and then reversed the 
decline in the overall number of elderly SSI recipients. Indeed, were it not for the surge of 
aliens on the rolls, the number of elderly people on the rolls would have fallen quite 
significantly-'by about 400,000— since 1982. 

Because elderly immigrants generally have less countable income, especially social 
security, than other elderly recipients, they tend to receive higher-on average, much higher- 
payments ($393 monthly compared with $176 monthly in December 1993, according to the 
Office of Supplemental Security Income). The changing mix of elderly recipients thus puts 
upward pressure on costs despite the relative stability in overall caseload. 

Disabled Recipients: Alongside the long-term decline in the number of elderly people 
on SSI, there has been an explosion in the number of disabled people on the rolls-doubling 
between 1974 and 1990, from 1.7 million to 3.4 million, and increasing by over one million 
in the past three years alone to about 5 million. Today, as shown in Figure 2, three out of 
four SSI recipients are people with disabilities. 

The typical person receiving SSI-disability is in his or her thirties, has a high school 
education or less, and, in contrast to the familiar image of someone in a wheelchair with a 
physical disability or someone who is blind, has been granted benefits on the basis of a 
mental disorder-schizophrenia, chronic depression, or anxiety, for example. While some of 
these conditions are obviously severe and generally disabling in the labor market, others are 
not and, in any event, are notoriously difficult to evaluate with precision. As shown in 
Figure 3, fully one-third of adults on SSI-disability have a mental disorder-in addition to the 
one-fourth who have mental retardation. Young people with mental disorders are the fastest 
growing segment of the adult SSI population. The prospects that these people will ever 
return to work (or go to work) are very poor. 

Kids with Disabilities: Thanks to a 1990 court order and new regulations that 
loosened eligibility for children, together with other regulatory changes in 1990, children 
with disabilities are the fastest growing segment of the SSI population today. Stretching SSI 
in ways never contemplated in 1974, 225,000 children with disabilities (mainly mental 
disorders, including the much-discussed attention deficit disorder, and mental retardation) 
were added to the rolls in 1993, triple the number in 1989. As shown in Figure 4, the 
number of children on the rolls now approaches one million, or close to one out of five 
people on the SSI-disability rolls. 

According to the GAO, there have been "huge increases in the number of children 
awarded benefits because of mental retardation and other mental disorders"— accounting for 
more than two-thirds of the growth of awards between 1988 and 1992. In the more recent 
period, 1991-1993, "behavioral problems," which include personality disorders, attention 
deficit hyperactivity disorder, autism and other developmental disorders, accounted for one- 
fifth of all mental impairment awards to children. 

Addicts and Alcoholics: As highlighted by the popular press, even alcoholics and 
drug addicts have found their way onto SSI in growing numbers. According to the Social 
Security Administration, the number of people on the rolls with substance abuse as their 
primary disorder (in other words, without some other qualifying disability, such as cancer or 
heart disease), nearly quadrupled in the 3-1/2 year period October 1990 to April 1994, rising 
from 23,000 to 86, (XK). The General Accounting Office reports that between the two 
disability programs administered by the Social Security Administration— SSI-disability and 
Disability Insurance (which, like social security retirement, pays benefits to covered workers 
based on their average earnings while working, not based on financial need)— 250,000 drug 
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addicts and alcoholics are receiving monthly benefits at an annual cost of $1.4 billion, with 
over one-half of these addicts added to the rolls in the past five years. No doubt, many 
more people are on the rolls with addictions that contribute to their disabilities, such as 
people with severe organ damage or mental illness, or with addictions that are secondary to 
their primary disorders. 

The legislation passed last fall took a step toward limiting payments to substance 
abusers. Under the law, SSI payments for people disabled by reason of drug abuse or 
alcoholism will be suspended during periods of failure to comply with a treatment program. 

In addition, benefits will be termiiuted after 36 months (excluding any periods during which 
payments are suspended for failure to comply with treatment). SSA is responsible for 
referring recipients to appropriate treatment programs and monitoring their compliance. 

Unfortunately, this provision will be a bureaucratic nightmare for SSA~in terms of 
identifying, notifying, tracking, and monitoring recipients, evaluating the suitability of 
treatment facilities, and periodically testing for substance abuse, and in terms of the appeals 
that will inevitably result; worse, its effects on rehabilitation, benefit terminations, and 
budget savings will be uncertain at best. For one thing, SSA is not authorized or funded to 
provide treatment and it can not require people to pay for it. The most SSA can do is make 
referrals. Benefits cannot be suspended, moreover, unless treatment is acmally available . 

For another thing, Medicaid will be continued during periods of suspension and after 
termination from the benefit rolls. Finally, the 36-month time limit applies only to those 
who would not be found disabled except for drug addiction or alcoholism, not to the 
(presumably much larger) group of people for whom substance abuse contributes to their 
disability. People will continue to be granted benefits based on substance abuse disorders. 

This provision clearly needs rethinking and I commend the Subcommittee for its 
efforts in this regard. 

Rethinking SSI for Kids: Between the rapid growth of the benefit rolls and news 
reports of kids being coached on how to behave “inappropriately" so as to qualify for SSI, 
the payment of SSI to children has become the focus of some controversy. There are two 
main concerns: first, are the kids seriously disabled within the meaning of the law, and 
second, are the payments needed? Poor families with kids on SSI receive much more 
support than other poor families. 

In this latter regard, kids ate eligible for $458 monthly (in 1995), the same as an 
elderly person or disabled adult living in their own home. Set to ensure that, together with 
Food Stamps, the elderly and disabled poor have a near-poverty level of income, SSI 
payments are much higher than AFDC payments, resulting in large disparities in income 
support for poor families depending on the disability status of their children. In a typical 
state, a poor mother with two children, one on AFDC and one on SSI, receives twice as 
much public assistance as a poor mother with two children on AFDC. Were the latter 
mother able to have one of her children certified as disabled and qualified for SSI, she 
would, based on 1994 benefit amounts, forgo $72 monthly in AFDC in exchange for $446 
monthly in SSI, raising her family's income from $366 to $740 monthly; were the other 
child to qualify for SSI as well, femily income would rise to $1,104 monthly, fully triple that 
of the AFDC family. (In contrast to AFDC, SSI awards each additional child the same full 
benefit, with no reduction in marginal benefits, and there is no limitation on family benefits.) 
The states administering these programs are hardly indifferent to this shift in support since 
they must bear about 45 percent of the cost of AFDC but none of the cost of SSI (states have 
the option to supplement the federal SSI payment and only some choose to). 

With welfare reform a top priority, it is only appropriate to question the premises of 
this program-all the more because it was an afterthought in the original SSI legislation. In 
the massive social security and Medicare bill moving through Congress in 1972, which 
contained the proposal for SSI, there was not even a mention of children’s benefits. 

Disability was defined in terms of complete inability to work and SSI payments were 
intended to replace lost income. The idea of payments for children (who did not work and 
had no earnings, but nevertheless had disabilities somehow construed to be of "comparable 
severity") apparently was conceived by a senior welfare official in the Nixon Administration 
who, although the record is not clear on this point, managed to get a 26-word amendment 
inserted into the final bill without objechon or debate. The program so created was of little 
note for the better part of two decades, during which time cash assistance was made available 
to a group of no more than 200,000-300,000 children annually. 

All of this changed in 1990. In that year, in Sullivan v. Zeblev . the Supreme Court 
ordered SSA to relax the criterion used for assessing disability in children and to review the 
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cases of hundreds of thousands of children denied benefits since 1981. To implement this 
decision, SSA issued regulations creating a new test of eligibility based on a child’s ability or 
inability to behave in an "age-appropriate maiuier,” a test that must be used when benefits 
would be denied on the basis of the severity of the physical or mental impairment alone. 

This was intended to make disability benefits available to children on terms more comparable 
with adults, who, if found not disabled based on the severity of their impairments alone, 
have vocational factors (i.e., age, education, and work experience) considered in combination 
with their "functional capacity" to perform work-related activities. These new regulations 
came on line at just about the same lime as new regulations for assessing mental disorders, 
which, among other things, expanded the group of qualifying disorders to include attention 
deficit disorder, and elevated the importance (relative to medical evidence by physicians) of 
testimonials by friends, teachers, and family members in the evaluation of disabilities. 

The GAO reports that 30% of the children coming on the SSI rolls since the Zebley 
decision was implemented were awarded benefits based on the new "age-appropriate 
behavior" test, meaning that they would not have been found eligible under the criterion in 
place until that time; 70% were awarded benefits on the basis of the severity of their mental 
or physical impairments (overwhelmingly mental, as evaluated under the new mental 
impairment regulations). 

The surge in the number of children on SSI-disability has brought this program into 
the open and, at least in the minds of some, raised the question of why we even have it, 
given that it appears to duplicate the puipose of AFDC, which is to help meet basic living 
expenses (such as food, clothing, and housing), albeit at a much higher benefit level, and 
Medicaid is available in either event. Proponents argue that the reason for the program is 
that disabled children are much more expensive to raise than other children. Surely this is 
true, on average. But its begs two questions— how much more expensive and how much of 
the expense is actually bom by the families? Surely the cost of raising a disabled child 
varies enormously depending, among other things, on the type and severity of the disability 
(consider a child with, say, cystic fibrosis or a spinal cord injury or who is deaf and blind, 
as compared to one who is deaf or mildly retarded, but not profoundly so and without other 
complications). No doubt some children have enormous expenses-certainly larger than $458 
monthly-and no doubt some bave none at all. What’s relevant is not the size of these 
expenses but the extent to which they are unmet by other sources. Medicaid is surely critical 
in this regard, but, as documented in a study just released by the National Academy on 
Social InsurarKe, there are a number of other programs serving particular needs and 
particular groups, including the Children with Special Health Cate Needs program, now part 
of the Maternal and Child Health Block Grant, the Education for All Handicapped Children 
Act, and the Pact H Early Intervention program. 

Within the context of the current system, a good case can be made for converting the 
SSI payment for children-an unrestricted cash transfer that is unrelated to their special needs 
and may or may not be used to meet .them-into a voucher that can be used only on the added 
costs of raising a child with a disability that ate not met by other programs. Alternatively, 
expenses that are necessary but uncovered might be provided under the Medicaid program at 
Federal expense. Either way, the idea would be to eliminate payments to families with no 
claim to them other than the presence of a disabled child while meeting the legitimate needs 
of families with extraordinary expenses associated with their disabled child. Neither change 
would preclude more major reforms of SSI, such as providing block grants to the states in 
lieu of some or all of the current program. 

Addressing this aspect of SSI is important in its own right, but even more so in the 
context of welfare reform more generally. An unreformed SSI program could well become 
an escape hatch— albeit an expensive and poorly targeted one— for families who lose eligibility 
under AFDC. 

Broader Issues: While SSI does not present the problems in the forefront of the 
welfare reform debate-teen pregnancy, out-of-wedlock births, and the cycle of dependency- 
it nevertheless presents problems that demand public attention. Some of these problems you 
are preparing to deal with right away, as I can see from legislative proposals that are 
circulating and the other witnesses testifying today. Others will require more time— as well 
as the cooperation of other subcommittees. (The definition of disability in the law, and the 
regulations governing how to decide who is disabled, for example, track those used in the 
much larger social security disability insurance program.) Most imporfandy, for people with 
disabilities, SSI discourages work and, in providing cash support with basically "no strings 
attached," tends to perpetuate the very conditions that preclude work and promote 
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dependency. In addition, there are problems of eligibility determination that dwarf those in 
other public assistance programs. Whether in assessing an adult’s ability to engage in 
"substantial gainful activity" or a child’s ability to engage in "age-appropriate activities of 
daily living," the government’s decisions about who is disabled and to what extent are costly, 
complex, inherently subjective, and frequently disputed. 

Considering the social security disability programs more broadly, serious questions 
remain as to whether these sprawling government programs-premised on the complete 
inability to work-are congruous with modem views of the potential and the abilities of 
people with disabilities. Despite dramatic improvements in science and medicine, in 
technology and information, and in the educational oppormnities of young people with 
disabilities, which have improved the quality of life of people with disabilities as well as the 
job opportunities open to them, the number of people on the disability rolls has never been 
higher. In 1993, some 9.7 million people, including family members under the DI program, 
received checks from the Social Security Administration based on a disability totalling $56 
billion. Most disability recipients are prime-age men and women; most will never leave the 
benefit rolls. The "once disabled always disabled" paradigm of social policy in the 1950s 
and 1960s remains deeply embedded in current government policy. 

These are not easy problems to solve, certainly not on a piecemeal basis, but they 
nevertheless demand public attention. 



Figure 1 

Aged Persons Receiving SSI and 
Declining Share of Citizen Recipients 
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Source! Cherlos Scott ond EIm Ponce, "Aiiene Who Receive SSI Payments,” 
Office of Supplemental Security Income. March 1994 



Figure 2 

People Receiving SSI 
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Note: Ectimatet for 1994. 



Figure 3 

Adults on SSI-Disability Rolls 
by Leading Cause of Disability, Dec. 1993 
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Sourca: Social Sacuilty Bullatin, Anneal Statlitical Suppiment, 19S4, p. 300. 



Figure 4 

Children Receiving SSI 
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Note: Calondor year* 1975-1092; flacat years 1993-1994. Estimate for 1994. 

Source: D. Koltz, O. Kollman, and J. Melsner, "Status of Disablllity Programs of the SSA, 1994," CRS 
Report for Cong. (June 6, 1994), p. 33. end Memo from M. Staren, SSA, to C. Weaver, Feb. 14, 1994. 
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Chairman Shaw. Thank you, Dr. Weaver. 

Ms. Ross. 

STATEMENT OF JANE L. ROSS, DIRECTOR, INCOME SECURITY 

ISSUES, HEALTH, EDUCATION, AND HUMAN SERVICES 

DIVISION, U.S. GENERAL ACCOUNTING OFFICE 

Ms. Ross. Thank you, Mr. Chairman. 

I am happy to be here this morning to discuss the work that we 
have done on the growth of the SSI Program and the changes in 
the characteristics of the SSI recipients. Since 1986, benefit pay- 
ments have more than doubled. And benefits for the disabled have 
accounted for almost 100 percent of this increase. 

This morning, I want to talk about three groups that we have 
talked about already — these are the fastest growing parts of the 
SSI population. My remarks are based on GAO’s recent work on 
disabled children, immigrants and substance abusers. 

Figure 2 in my testimony shows the dramatic growth in these 
groups, as well as rough projections through the year 2000. 

Let me turn to children first. Before 1989, the growth of child 
beneficiaries had been relatively low. But over the past 5 years, the 
number of children receiving SSI benefits has tripled from almost 
300,000 to almost 900,000 today. If this recent rate of growth con- 
tinues, about double that number, or about 1.9 million children 
could be receiving SSI benefits by the year 2000. 

There may, in fact, be some upper limit on this. There is some 
research that suggests there may be a maximum of 1.4 or 1.5 mil- 
lion disabled children. Most of the growth is likely due to concerted 
outreach efforts by SSA and major changes in the eligibility criteria 
for children. 

Let me say something in particular about the eligibility criteria 
and how they have changed. Eligibility changes have affected both 
growth and composition of the SSI children’s cases. 

In 1990, as you have heard, the medical impairment regulations 
were changed adding separate listings for such impairments as at- 
tention deficit hyperactivity disorder, autism and other pervasive 
developmental disorders, and personality and mood disorders. Two 
months later, it also added the new individualized functional as- 
sessment process, as directed by the Supreme Court. 

These two changes in regulations are a major cause of the 
growth in the children’s part of the program. 

Turning to immigrants, between 1982 and 1993, the number of 
legal immigrants receiving SSI increased an average of about 16.5 
percent a year. In 1993, an estimated 683,000 legal immigrants re- 
ceived SSI benefits. 

There has been especially rapid growth among the SSI aged in 
terms of their legal immigrants; 28 percent of aged SSI are now 
immigrants. If this historical rate of growth of legal immigrants on 
SSI continues, this number could reach 2 million by the year 2000. 
Several factors may help to explain the growth of immigrants on 
SSI but no studies have yet established the relative importance of 
various explanations. 

First, the number of immigrants admitted annually to legal resi- 
dence in the United States has been increasing over the past dec- 
ade, so it makes some sense the numbers on a particular program 
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might increase. A little more troubling is the large increase in per- 
cent of SSI aged. 

Second, it may be that these aged immigrants are coming, having 
been sponsored by members of their family. These family members 
agreed to support their relatives for 3 years, however, at the end 
of the 3-year requirement, these elderly immigrants may apply for 
SSI. Recently, that was just changed from 3 to 5 years. 

But administrative data indicate that about 25 percent of immi- 
grants receiving aged SSI applied for benefits within 1 year of the 
expiration of their 3-year sponsorship period, so that is something 
to be looked at. In addition, several courts have ruled that the sup- 
port requirements for these legal sponsors are not binding, even 
during the 3 years that the sponsorship is supposed to last. 

Third, the growth of immigrants in the disabled program may be 
due in part to fraud. Several news reports have provided the ac- 
counts of legal immigrants being coached by middlemen on how to 
feign mental illness in order to qualify for SSI benefits. While State 
and Federal investigations have identified some cases of fraud, the 
extent of this kind of fraud is unknown. 

Moving finally to the drug addicts and alcoholics, under SSI, 
there is a special program for drug addicts and alcoholics com- 
monly called DA&A. You can receive benefits under this part of 
SSI if you meet two conditions: Specifically, you have to agree to 
undergo and comply with treatment, if treatment is available; and 
to have a third party or a representative manage the monthly ben- 
efit payments. 

There were about 100,000 DA&A recipients on the SSI rolls in 
1994. This SSI caseload grew neau*ly 700 percent since 1988. 

We had previously done work and reported that many possible 
explanations exist for these increases, including again, increased 
outreach and cutbacks in State general assistance programs as 
well. But the extent of these and other factors is actually unknown. 
This alarming growth and the allegations of program abuse 
prompted the Congress last year to pass some reform legislation to 
strengthen the controls of payments to addicts. 

Even with those in place, however, SSA projects a significant 
growth of about 53 percent of that part of the rolls between now 
and the year 2000. 

In looking at the overall growth in SSI beneficiaries in recent 
years, several fundamental program concerns have been raised. For 
example, there are questions about the appropriateness of recent 
expansions in eligibility. 

Concern has also been expressed about whether SSI cash pay- 
ments are the most effective way to meet a beneficiary’s needs. 
Still others have surfaced that suggest that eligibility expansions 
and the cash payments that SSA provides leave the program vul- 
nerable to fraud and abuse. 

In conclusion, we believe addressing these fundamental program 
concerns should help improve the effectiveness of public expendi- 
tures and begin to restore public confidence in the integrity of the 
SSI Program. 
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Congress has taken action already to address problems in the 
DA&A Program and is considering alternatives for disabled chil- 
dren and immigrants. These issues deserve more deliberation and 
we woiild be very happy to work with you. 

This concludes my statement, and I would be happy to answer 
any questions you may have. 

[The prepared statement and attachments follow:] 
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TESTIMONY OF JANE L. ROSS, DIRECTOR 
INCOME SECURITY ISSUES 
UNITED STATES GENERAL ACCOUNTING OFFICE 


Mr. Chairman and Members of the Subcommittee: 

I am pleased to be here today to discuss our work on growth of 
the Supplemental Security Income (SSI) rolls and changes in the 
characteristics of SSI recipients. Last year, the Social Security 
Administration (SSA) paid nearly $22 billion in federal benefit 
payments to about 6.3 million aged, blind and disabled SSI 
recipients. Since 1986, benefit payments have increased by $13.5 
billion, more than doubling. Benefits for the disabled accounted 
for almost 100 percent of this increase. 

As figure 1 shows, before the mid-1980s, the number of all SSI 
recipients was relatively flat, and decreasing for the aged. Since 
1986, the number of disabled SSI recipients under age 65 has 
increased an average of over 8 percent annually, adding nearly 
2 million younger recipients to the rolls, while the number of aged 
and blind recipients has remained level. 

The trend toward younger beneficiaries receiving SSI, coupled 
with low exit rates from the program, means that costs win 
continue to burgeon in the near term. Without a slowing in the 
growth of this younger population, SSI will become even more costly 
in the long term. 

Since 1991, three groups have accounted for nearly 90 percent 
of SSI's caseload growth. For each group--disabled children, legal 
immigrants, and adults with mental impairments--the rate of growth 
significantly outpaced the growth rate for all other SSI 
recipients. Of the 2 million mentally disabled adults, roughly 
100,000, or 5 percent, are disabled principally by drug addiction 
or alcoholism. v 

My remar)ts today are based on GAO's recent wor)c on disabled 
children. Immigrants, and substance abusers. Figure 2 shows the 
dramatic growth in these groups as well as rough projections 
through the year 2000. More specifically, I will focus on trends 
in caseloads for each of these populations and explain what we )cnow 
about the reasons for past and expected growth in these 
populations. Then I will close with some observations about 
fundamental program concerns that growth in these populations 
raises . 

BACKGROUND 

SSI provides a minimum income to needy aged, blind, and 
disabled persons. Congress established SSI in 1972 to replace 
federal grants to state-administered programs serving these 
populations. The grants varied substantially by state in benefit 
levels and eligibility requirements. The Congress intended SSI to 
supplement the Social Security insurance programs for those who had 
not earned a minimal Social Security benefit; Social Security 
benefits are also available to the blind and disabled as well as 
the aged. SSI benefits are paid from federal general revenues and 
are provided to people whose income and resources are below certain 
levels. They are different from Social Security benefits, which 
are paid from the Social Security trust funds to worlcers based on 
their payroll taxes.' 

To be eligible for SSI, individuals must be 65 years old, 
blind, or disabled. To be considered disabled, individuals must be 
unable to engage in any substantial gainful activity because of a 
physical or mental impairment expected to result in death or last 
at least 12 months. Individuals cannot have income greater than 
the maximum benefit level or own resources worth more than $2,000 
($3,000 for a couple), subject to certain exclusions, such as a 
home. Individuals must also be U.S. citizens or legal immigrants. 


' Social Security: Disabilit y Rolls Keep Growing. While Explanations 
Remain Elusive (GAO/HEHS-94-34, Feb. 8 1994.) 
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Figure 1: Number of SSI Recipients 

by Eligibility Group 



Figure 2: Projected Increase in SSI Caseload 
For Three Fast-Growing Populations 
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In 1994, Che maximum federal SSI monthly benefit was $446 per 
month for an individual and $669 for a couple with both spouses 
eligible; these benefit rates are adjusted automatically for cost- 
of-living increases. This monthly benefit is reduced depending 
upon recipients' incomes, living arrangements, and other sources of 
.support, including Social Security benefits. Since SSI provides 
income support as a last resort, SSI recipients must file for any 
other benefits for which th^ may be eligible, such as Social 
Security or workers' compensation. In 1993, 40 percent of SSI 
recipients also received Social Security benefits, down from almost 
60 percent in 1986. This decrease reflects the fact that recent 
beneficiaries have very limited work history before going on SSI. 

In addition to federal SSI benefits, states may choose to 
provide supplemental benefits. The District of Columbia and all 
but seven states provide these optional supplements. These state 
supplements vary, reflecting differences in regional living costs 
as well as in living arrangements. Most SSI recipients are also 
eligible for Medicaid and Food Stands. 

rHTLDRP!N 

Before 1989, the growth in child beneficiaries had been 
relatively low. Over the last 5 years the number of children 
receiving SSI benefits has tripled, from almost 300,000 to almost 
900,000 today.* Over the same time, children have become a larger 
portion of the SSI rolls--up from 6.5 percent to 14.2 percent. 
Benefit payments to children have increased as well--from $1.2 
billion to $4.5 billion between 1989 and 1994. 

The number of child beneficiaries is continuing to grow at a 
rapid rate. The number of children receiving SSI increased 15.8 
percent from 1993 to 1994, and if this rate of growth continues, 
1,86 million children will be receiving SSI benefits by the year 
2000, (See fig. 3.) 

Most of the growth is likely due to concerted outreach efforts 
by SSA and major changes in eligibility criteria for children. 
Increases in the number of poor families and rising numbers of 
disabled children also contribute. In addition, some believe that 
fraud and abuse--parents coaching their children to fake mental 
impainnencs--could account for some of the increase. 

In 1989, the Congress required SSA to establish an ongoing 
outreach program targeted to poor blind and disabled children. The 
settlement pursuant to the February 1990 Supreme Court decision in 
Sullivan v. Zeblev also required SSA to launch a national media 
outreach caitpaign, which was supplemented by a national children's 
SSI campaign conducted by child advocates. Since the outreach 
efforts began, the number of applications for children's benefits 
has grown more than fivefold. 

Eligibility changes have affected both growth and composition 
of the childhood SSI cases. In December 1990, SSA revised its 
medical standards for assessing mental inpairments in children, 
adding separate listings for such iii?)ainnents as attention deficit 
hyperactivity disorder, autism, and other pervasive developmental, 
personality, and mood disorders. TVo months later, it also added 
the new individualized functional assessment process recjuired by 
SSI statutory standards as interpreted by the Supreme Court, 
substantially expanding eligibility for children who did not meet 
SSA's strict medical criteria. As a result, the number of children 
qualifying on the basis of the revised medical standards for mental 
impairments tripled, from 1,900 a month before the change to 6,000 
in 1994, In addition, the new functional assessment process has 
added about 219,000 children to the rolls through September 1994, 


^Social Security: Rapid Rise in Children on SSI Disability Rolls 
Follows New Regulations {GAO/HEHS-94-225, Sept. 9 1994.) 
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accounting for one-third of all awards since it went into effect in 
1991. 

Children with mental inqpairroents figure prominently in this 
growth. Increases in awards to children with mental iirpairments-- 
based on the medical standards and the new assessment criteria-- 
account for three-fourths of the overall increase in awards since 
the eligibility changes went into effect. In 1994, children with 
mental impairments received over 70 percent of all awards, 
including over 85 percent of awards based on the new functional 
assessment criteria. 

IMMIGRANTS 

Between 1982 and 1993, the number of legal immigrants 
receiving SSI increased an average of 16.5 percent a year. During 
this time period, the portion of immigrant recipients grew from 
about 3 percent of all SSI recipients to over 11 percent. In 1993, 
an estimated 683,000 legal immigrants received SSI benefits at a 
cost of about $3.3 billion, based on our ongoing study of 
immigrants' benefits. Slightly more than 60 percent of these 
immigrants received aged benefits and the remainder received 
disabled benefits. 

The numbers of legal immigrants in the SSI aged program and 
the SSI disabled program have increased dramatically. In 1982, 6 
percent of all SSI aged recipients were immigrants; by 1993, 28 
percent were immigrants. Immigrants constitute a much smaller 
percentage of SSI disabled recipients--about 6 percent in 1993, 
having increased from less chan 2 percent in 1982. If the 
historical growth rate in the number of legal immigrants on SSI 
continues, this number could reach nearly 2 million by the year 
2000.^ (See fig. 4.) 

Several factors may help explain the growth of immigrants on 
SSI, but no studies have yet established whether, and to what 
extent, these actually account for the growth. First, the number 
of immigrants admitted annually for legal residence in the U.S. has 
gradually increased in the last decade. For example, 880,000 were 
admitted in 1993, compared with 570,000 in 1985.* In addition, the 
legalization of nearly 3 million former illegal immigrants under 
{he Immigration Reform and Control Act of 1986 may have expanded 
Che population of immigrants eligible for SSI. 

Second, the large increase in the percent of SSI aged 
recipients who are immigrants may be due in part to the admission 
of elderly immigrants for permanent residence who join family 
members already residing in the U.S. Some legal immigrants are 
admitted into the country under the financial sponsorship of a U.S. 
resident. Sponsors sign an affidavit of support, in which they 
state they will provide financial assistance to the immigrant for 3 
years. However, several courts have ruled that these affidavits of 
support are not legally binding. 

Before 1994, the "deeming' provisions of the SSI program held 
that in determining eligibility for SSI, a portion of the sponsor's 


^This projection makes no adjustment for limitations of 
administrative data from SSI that may overstate the number of legal 
immigrants receiving benefits. SSI data may not have a recipient's 
current immigration status if an immigrant's status changed and the 
agency was not notified. For example, lawful permanent residents 
can become citizens after five years of residing in the U.S. and 
meeting other criteria. Iiranigration data that track legal 
immigrants over time suggest that at least 20 percent eventually 
become citizens. 

*These figures do not include former illegal immigrants who were 
legalized under the Immigration Reform and Control Act of 1986. 
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income was deemed to be available to the immigrant for 3 years . 
Administrative data indicate that about 25 percent of lawful 
. permanent residents receiving SSI applied for benefits within a 
year of the expiration of their 3-year sponsorship periods. Some 
of these may have been elderly immigrants who, not having resided 
in the U.S. long enough, did not qualify for Social Security 
retirement benefits. The deeming period for SSI was temporarily 
extended from 3 to 5 years starting in January 1994 through 
September 1996. 

Third, the growth of immigrants in the disabled program may be 
due in part to fraud. Several news reports have provided accounts 
of legal immigrants being coached by middlemen on how to feign 
mental illness to qualify for SSI benefits. While state and 
federal investigations have identified some cases of fraud by 
invmigrants in the SSI program, the extent of the problem is 
unclear. 

DRUG ADDICTS AND ALCOHOLICS 

Under a special SSI program commonly referred to as the DA&A 
(drug addicts and alcoholics) program, certain recipients (all 
called "addicts" here) can receive SSI benefits only if two 
conditions are met. Specifically, they must (1) undergo and comply 
with treatment, when available, and (2) have a third party or 
representative payee manage their monthly benefit payments. GAO 
work has documented past problems with the representative payee 
system.^ The DA&A program is restricted to those addicts whose 
addiction is material to the determination of their disability; 
that is, if it were not for their addiction, they would not qualify 
for benefits. 

About 101,000 DA4A recipients on the SSI rolls in 1994 
received an estimated $382 million in annual federal SSI benefits. 
The SSI caseload grew nearly 700 percent for the DA&A program from 
only about 13,000 cases in 1988. We previously reported that many 
possible explanations exist for these increases, including 
increased SSI outreach and cutbac)cs in state general assistance 
programs that have resulted in more SSI applications. However, the 
extent to which these and other factors contribute to the increase 
is un)cnown. 

This alarming growth and allegations of program abuse prompted 
the Congress to pass major reform legislation to strengthen 
controls of payments to addicts. These reforms were included in 
the Social Security Independence and Program Improvements Act of 
1994 enacted on August 15, 1994. 

For 1995 through the year 2000, the program is expected to 
continue to grow to over 200,000 PA&A cases, or about 53 percent, a 
much slower rate than that experienced in the 1988-1994 period (see 
fig. 5). This growth incorporates the programmatic changes made by 
the new legislation and represents the number of cases that will 
require treatment monitoring. SSA projects that for the SSI 
caseload the average rate for the 1995-1997 period will be about 27 
percent; in 1998, a reduction in the growth rate of about 14 
percent is projected; and the rate of growth for 1999 and 2000 is 
projected at only 10 and 6 percent, respectively. 

According to SSA, much of the future growth is based on 
expanding referral and monitoring agencies to cover all states. 
These agencies--under contract with SSA--work with SSA field 
offices to monitor addict compliance with the treatment 
requirement. Past experience has demonstrated a relationship 
between the presence of one of these agencies and increased 
participation in the DA&A program. In 1993, SSA only had contracts 


^Social Security; Manor changes Needed for Disability Benefits for 

Addicts (GAO/HEHS-94-128, May 13, 1994.) 
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covering 18 states, but has increased that coverage currently to 45 
states and the District of Coluinbia. The reduction in growth that 
is projected for 1998 is attributed to the new legislation that 
generally requires that, effective on March 1, 1995, SSI benefit 
payments to addicts in the DAiA program be terminated after 3 
years . 

The legislation also mandates a number of other actions 
designed to strengthen controls over benefit payments to addicts. 
These actions include expanding the da&a program requirements to 
cover Disability Insurance (Dl) beneficiaries and mandating an SSA 
study of the feasibility, cost, and equity of requiring 
representative payees for all DI and SSI addicts, irrespective of 
whether their addiction is material to the determination of 
disability. The study is due no later than December 31, 1995. 

FUNDAMENTAL PROGRAM CONCERNS 

In looking at the overall growth in SSI beneficiaries in 
recent years, several fundamental program concerns have been 
raised. For example, there are questions about the appropriateness 
of recent expansions in eligibility. Concerns have also been 
expressed about whether SSI cash payments are an effective way to 
meet beneficiaries' needs. Still other concerns have surfaced that 
suggest that eligibility expansions and the cash payments that SSI 
provides leave the program vulnerable to fraud and abuse. 

Regarding children, questions have been raised about the 
underlying rationale for providing benefits to disabled children 
through this program, which was designed primarily to replace 
income for adults whose disabilities precluded work. In addition, 
concerns have surfaced about the effectiveness of meeting the needs 
of disabled children and their families through cash payments 
rather than services directed to treatment of their specific 
disabilities. Some also ask how the program could better meet the 
needs of disabled children to reduce their dependence on SSI as 
they become adults. 

in the case of immigrants on SSI, immigration policy regarding 
sponsorship requirements and the length of time immigrants must 
reside in the U.S. before becoming eligible for benefits should be 
reviewed. The idea that one can sponsor a person for a short time, 
then pass that sponsorship obligation on to SSI raises concerns 
about the design of SSI rules. As a result, there have been 
proposals to change the eligibility criteria for recent immigrants 
as a means to stem the influx in immigrants on SSI. 

For the DA&A program, some question whether stronger efforts 
should be made to rehabilitate drug addicts and alcoholics. In 
addition, some suggest that financing substance abuse treatment 
programs would be more effective than providing cash payments to 
addicts. Recent changes in the law continue cash payments through 
qualified representative payees, which should assure better 
accountability, while better meeting the needs of addicted 
beneficiaries . 

In conclusion, we believe addressing these fundamental program 
concerns should help improve the effectiveness of public 
expenditures and restore public confidence in the integrity of the 
program. The Congress has alreai^ taken action to address problems 
in the DAiA program, and is considering alternatives for disabled 
children and immigrants. These issues deserve more deliberation, 
and we would be happy to work on them with you. 


This concludes my written statement. I will be happy to 
answer any questions you may have. 
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Chairman Shaw. Thank you, Ms. Ross. 

Mr. Camp will inquire. 

Mr. Camp. Thank you. 

Dr. Weaver, you mentioned that legal aliens receive higher bene- 
fits — and I am not sure I caught the entire comment — higher than 
what group? 

Ms. Weaver. Than U.S. citizens on SSI. The reason is that the 
elderly citizen on SSI is very likely to have at least some Social Se- 
curity or some small private pension, some other form of income 
that then offsets a portion of their SSI. The alien is much less like- 
ly to have these other sources of income. Since SSI is a minimum 
income guarantee, if you have some Social Security income, we off- 
set for it. If you have nothing, then there is no offset. 

The GAO reports that aliens on SSI receive benefits that are at 
least about twice as high as citizen recipients, meaning that even 
if there were a fairly stable elderly caseload, it would become rel- 
atively more and more expensive. 

Mr. Camp. And do I understand that your view as to why the 
number of aged citizens has been declining is that just the same 
thing, Social Security and they have other sources of 

Ms. Weaver. I think it is basically that. You look at the long- 
term historical trend since 1974, and it has been a long-term down- 
ward line, despite what has been happening in many other public 
assistance programs. Much as people anticipated in 1935, as Social 
Security has expanded and people have gained eligibility for larger 
benefits over time, and private pensions have developed as well, 
the elderly relied less on public assistance. 

Mr. Camp. Now we have had — ^you mentioned in your testimony 
the growth in SSI benefits to children as a result of the Zebley deci- 
sion and the regulations that followed that had the age-appropriate 
manner tests. And I have been hearing from many people, also 
from teachers and school officials who are the ones who verify this 
information. 

Can you tell us how children with disabilities got added to the 
SSI Program in the first place? And wasn’t it originally designed 
to replace the income of people who were disabled without re- 
sources to provide for themselves? 

Ms. Weaver. The word I and others have used to describe how 
kids get added to the SSI Program is that it was an afterthought 
in 1972. The SSI legislation was going through as part of a massive 
Social Security and Medicare bill, which was very distracting in 
and of itself. SSI was designed to take over and federalize the var- 
ious State programs of aid to the blind, aid to the disabled, and old 
age assistance that had been created in the thirties. These had 
been Federal-State programs since 1935. 

SSI was created to replace lost income for an elderly person or 
a disabled adult. There were criterion established for the disabled 
person, that is, that he or she be completely imable to work. So the 
popular wisdom goes, some senior official managed to get a brief 
amendment inserted into the final legislation, without debate, that 
expanded SSI to include children. Since kids didn’t work and didn’t 
have wages to lose, the legislative language spoke in terms of dis- 
abilities of comparable severity to those of adults. 
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Under that language, SSA throughout the years had been using 
a test that basically looked at the medical severity of a child’s men- 
tal or physical impairment, without these additional functional as- 
sessments that we are now talking about and that the Supreme 
Coiirt helped bring about. 

Mr. Camp. Do I understand, in looking at your testimony, that 
a child might have been denied benefits based on the nature of the 
disability but because the behavior of his is age-inappropriate, may 
qualify for benefits? 

Ms. Weaver. It is a new test that applies to children who would 
otherwise be found ineligible under the medical criterion. 

Mr. Camp. Now, the test for adults is one that requires some 
other factor in connection with the disability, and could you explain 
that a little bit? 

Ms. Weaver. Again, you begin by looking at the medical severity 
of the individual’s mental or physical condition. Then you proceed, 
assuming that it is a severe impairment but not one that meets the 
listings, to assess vocational factors, such as age, education, and 
work experience, and something called residual functional capacity. 
These additional steps in the process were not done for kids, be- 
cause these tests, the argument would be, related to work ability 
and to work skills. The evaluation process for children stopped at 
that determination of medical severity. 

Mr. Camp. One of the concerns I have heard also is that the cash 
payment then goes to the parent and there is no accounting or re- 
quirement that the funds be spent for medical needs or purposes; 
is that correct? 

Ms. Weaver. I think that is a fair way to characterize it, that 
in practice SSI is an vuirestricted payment to children of up to $458 
a month. That is the same payment Congress has deemed appro- 
priate for an elderly individual living alone or a disabled adult liv- 
ing alone in their own home. The family would receive that on be- 
half of the child. And it may or may not be related to any special 
needs of that child, and it may or may not be spent for the benefit 
of that child. 

Mr. Camp. No requirement that it be used for prescription drugs 
or medicine 

Ms. Weaver. I would be surprised if the statute didn’t include 
some language that it be for the benefit of the child, but I would 
defer to Jane Ross from GAO. Do you know? As a practical matter, 
I am absolutely certain it is an unconstrained check to families. 

Mr. Camp. Thank you, doctor. 

I have no further questions. 

Chairman Shaw. Ms. Kennelly will inquire. 

Mrs. Kennelly. Thank you. 

Ms. Weaver, you suggested we send SSI possibly back to the 
States in the form of block grants. Governor Engler of Michigan 
testified before us during these hearings; and this man, this Gov- 
ernor, was a champion of block grants: Send it to him, and he could 
do it. Yet, interestingly enough, he said to us, don’t send me SSI. 
I just don’t want SSI. 

So does this make you think that States are ready to embrace 
SSI as they might welfare and 
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Ms. Weaver. I really wouldn’t put my remarks about block 
grants under the catego^ of a recommendation. What I was saying 
is that SSI and disability insurance, the two Social Security Pro- 
grams, are in need of major reform. So when I come here and dis- 
cuss something like modifying kids’ benefits, I want to make sure 
it is understood that I am t alking about program changes within 
the context of the current system. 

I wouldn’t want to rule out something much more significant, 
whether it be block granting, whether it be moving toward an 
earned income tax credit, whether it be moving in many other di- 
rections. I was really leaving open that issue. 

Mrs. Kennelly. Let me just take another — I thought I heard you 
say that if the cash pajunent is eliminated, there is Medicaid and 
other Federal programs that these children can go to. 

Ms. Weaver. I have not proposed eliminating it. I have proposed 
converting it to something that allows for some accountability 
where what a child actually has in extra costs is met by the Fed- 
eral Government. So that would be, say, a voucher for unmet ex- 
penses, those added expenses that come about for certain children. 
We can come up with examples of children who are profoundly dis- 
abled — cystic fibrosis or whatever — ^that have large expenses. Like- 
wise, you have got the other end of the range of severe impair- 
ments, maybe a case of mental retardation without other complica- 
tions that is not severe or a child who is deaf or blind as opposed 
to deaf and blind. 

The added cost of these children varies very dramatically, yet 
they are all eligible for the same flat payment. The idea is to target 
resources on the kids that need them. If children have minor addi- 
tional expenses that are not met by some other organization, give 
them a minor amount of money either through the use of their 
voucher or through reimbursements or provision of service by Med- 
icaid. 

Mrs. Kennelly. Well, you heard Alison’s mother testify, and you 
have given great time to study this situation. And my understand- 
ing of other Federal programs is they are limited. Different States 
have different things that just don’t happen, they don’t get involved 
in. 

And can you see us — ^if you were sitting here and you were wres- 
tling with this problem, having seen Alison, having seen those peo- 
ple over there, yet knowing there is abuse going on, tell me how 
you would do it, doctor. 

Ms. Weaver. I wouldn’t suggest for a moment that it would be 
an easy problem. But I think 

Mrs. Kennelly. No, I am serious. You are an expert witness, 
and we appreciate you coming. 

Ms. Weaver. I would be very inclined in tight budget times to 
focus on medically necessary expenses for severely disabled chil- 
dren as the first cut. So consider tricycles — I am a mother of two 
young boys. I can’t think of anything nicer than a tricycle for my 
younger boy. 

On the other hand, I don’t know whether that is necessarily one 
of the expenses that would be allowable under an alternative plan. 
I am not saying it wouldn’t be, but I do think that it is the kind 
of expense you need to consider carefully and decide whether or not 
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it is worth the extra cost. It might be that physical modifications 
of equipment required for some children may well be an appro- 
priate expense. That may be one of the big categories that would 
not be covered by other programs. 

What you run into with physical modifications is that you might 
end up, for some children, spending more than the current amount. 
On the other hand, you would be spending much less for a number 
of children. I am afraid we don’t know what the distribution of 
those kids is in terms of who has what kind of expenses to be met. 

Mrs. Kennelly. Let me put it another way. We know that there 
is a certain percentage, 40 something, that is retardation. We know 
another almost I guess 40 percent is physical disability. Then we 
have this smaller area that is I think where some of the abuse 
takes place, where it is not so provable, whether it is mental retar- 
dation, which can be proved, and physical retardation. 

So maybe we should look at that particular area first and then 
go on? 

Ms. Weaver. What is so difficult about both of the Social Secu- 
rity Disability Programs is that, Avithin any categoiy you pick, you 
are going to have a full range of severities within the term “se- 
vere.” You are going to have people who must five in institutions — 
they are so severely mentally impaired, for example — and you will 
have people functioning in the outside world — they can work in a 
sheltered workshop-type environment, for example. Both are quali- 
fied for the programs. 

That is what makes it so difficult. And it is what keeps bothering 
me by the word abuse. I understand your desire to go after abuse, 
but this is a pro^am where there are so many gray areas, so much 
room for subjectivity in decisionmaking, so much residual capacity 
to work, even among people with the most profound disabilities, 
with the right assistive technologies, with the right computer tech- 
nology and the like. 

In your own thinking I would urge you to get away from the no- 
tion that is built into these systems that disability is black or 
white; that it is very severe or it is not; that it either completely 
precludes work, play or school or it doesn’t. It doesn’t tend to work 
that way. 

Disabihties exist on a continuum all the way to complete health. 
Few of us have complete health without some physical or mental 
limitations ourselves. 

Having said this, yes, there must be categories that you can 
begin with if you are looking for slicing up the pie, where you get 
to these profoundly physically or mentally disabled children. 

Mrs. Kennelly. And shelter them immediately and then go on? 
Thank you, doctor. 

Mr. Camp [presiding]. Mr. McCrery may inquire. 

Mr. McCrery. ThaSc you, Mr. Chairman. 

Thank both of you for coming today and sharing with us your re- 
search on these matters. 

Ms. Ross, you stated that if there were no changes in the SSI 
Program for Children, there would be explosive growth in this pro- 
gram over the next few years. Would you restate the figure that 
you gave us of the number of children that would be enrolled in 
this program by the year 2000? 
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Ms. Ross. Yes. I said that the number might double if the rate 
of growth stayed the same as it is now, which is about 15 or 16 
percent a year. So the number might be as high as 1.8 million chil- 
dren. 

Mr. McCrery. Do you have any idea what the cost of the pro- 
gram would be at that level? 

Ms. Ross. I don’t, right offhand. 

Mr. McCrery. The cost of the program now is about $4.5 billion. 
So I guess 

Ms. Ross. It would at least 

Mr. McCrery. At least double, not counting inflation. 

Ms. Ross. Right. 

Mr, McCrery. So in 1994 dollars or 1995 dollars, it would be 
close to $10 million. 

Again, Ms. Ross, let’s talk about the IFA for just a moment. Is 
it your view that the individualized functional assessment that has 
been used as a result of the Zebley decision has resulted in some 
children receiving SSI benefits who should not be eligible for SSI 
benefits? 

Ms. Ross. I think I would phrase it differently. Our concern is 
that the individualized functional assessment is so subjective that 
there really isn’t any assiirance of how reUable the process is or 
how consistent the decisions are. I have seen a study that the So- 
cial Security Administration has done which showed a set of people 
who had had approvals and then they were approved by the next 
level and the next one found an error. 0\u* view of that in the work 
we have done is that it is not that there was an error among the 
first two groups of people but that it is so subjective that it is not 
possible to gain consistently with this current process in which you 
look at several domains and try and judge the level of severity to 
determine whether a child qualifies for disability. 

Mr. McCrery. Dr. Weaver, do you think the IFA is an appro- 
priate standard to use for assessing the needs of children to be on 
SSI? 

Ms. Weaver. I wish it were an easier question to answer. Any 
time you get into these kinds of subjective tests you are just setting 
yourself up for lots and lots of problems. 

For example, there has always been concern about getting rid of 
the test used for adults because it might actually help SSA screen 
people out when decisions are being made more conservatively. 

I am not sure that this test works quite the same way. Presum- 
ably it would tend to screen out some, but at this point it is being 
used very successfully to screen kids in, particularly kids with 
mental impairments. 

Mr. McCrery. Don’t you find that probably over half of the kids 
coming in under the new functional assessment, again, are the kids 
with the mental disorders and the behavioral disorders? 

Ms. Ross. Yes. 

Ms. Weaver. I have a feeling that it is a serious problem, but 
I am equally concerned about the mental impairment regulations 
generadly and the whole way evidence is being handled in the men- 
tal impairment area where you have friends, teachers, classmates, 
family members, local post office officials testifying on the condition 
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of an individual. We have lost that third-party impartial evidence 
required to make an objective determination. 

So I think it is more complicated. But I am unaware of any data 
to be able to give you a good, solid answer on that. 

Mr. McCrery. I appreciate the complexity of the problem and 
the difficulty in dealing with it. But you both testified basically 
that we should not allow this program to go on as it is. And what 
I am asking you for is some concrete ways to change the program. 
And you are failing to give me any — 

I mean, I will just ask you plainly; Should we not do away with 
the IFA and look at the mental impairments listing as a better way 
to screen qualified children for SSI disability? 

Ms. Weaver. I feel better when I know precisely what kind of 
kids are coming on and not coming on. But it would not trouble me 
at all to go back to the system that prevailed from 1972 to 1990. 
We apparently lived with that just fine with 200,000 or 300,000 
kids coming on a year. We seem to have lots of concerns now with 
nearly 1 million kids on the rolls. 

I think there is a confounding problem, though. Other things are 
going on that are affecting the Social Security Disability Programs, 
too. I hope you get the significant effects you expect. But rapid 
growth will continue because of these other factors affecting mental 
impairment allowances. Nothing would preclude you from going 
back and reassessing or trying to give the agency some more gmd- 
ance about how to create some new tests of course. 

Mr. McCrery. I understand there might be more problems, 
but 

Ms. Weaver. I wanted to continue to say that I certainly didn’t 
have an^hing to say about children’s benefits. I very clearly stated 
that children’s benefits are inappropriate as currently designed. I 
think it is quite remarkable that a poor family on AFDC can dou- 
ble its income by getting one child on SSI and triple its income by 
getting two kids on SSI. I am just very surprised that this situation 
has been allowed to prevail. 

Mr. McCrery [presiding]. Thank you. We have a vote on, but 
Mr. Ford says he will take about 2 minutes. 

Mr. Ford. Are you going to be recognized for questions? 

Ms. Dunn. I am afraid we will lose them. I would like to. 

Mr. McCrery. We are going to recess for a few minutes. Why 
don’t we do that now? 

Mr. Ford. Why don’t we do that? 

Mr. McCrery. The Committee will be in recess for about 10 min- 
utes. We will be right back. 

[Recess.] 

Mr. McCrery. I would like to restune my questioning of the wit- 
nesses and perhaps elicit some more information. 

I am hesitant to pursue the earlier line of questioning with re- 
spect to the IFA because you don’t seem ready to give me any clear 
guidelines on that. But let me try from a different direction. 

Do you think the current criteria for qualifying children for SSI 
disability are adequate or appropriate? Either of you. 

Ms. Weaver. Over the break we were chitchatting, and one thing 
that came to mind, as a partial answer to you, is that I don’t know 
why a standard constructed by the Supreme Court would be a good 
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standard of disability to use for children. So I would amend my 
earlier statement to say that it makes perfect sense to repeal that 
current test. 

Mr. McCrery. a definitive statement. Thank you. 

Ms. Weaver. And certainly it can be subject to further consider- 
ation down the line if it seems appropriate. 

Mr. McCrery. Yes. My thought is, at the least, we ought to do 
away with the, as you put it, the Supreme Court-created criteria, 
the IFA, and revert to the mental impairments listings, with an 
eye toward maybe even modifying those to correct the potential for 
abuse as a result of the rewriting of those regs back in, I think, 
1989 or 1990, prior to the Zebley decision. And then, in an over- 
sight capacity, to continue to monitor that and perhaps even use 
the commission that was set up last year to look at that in an over- 
sight capacity and give us some suggestions on further refinement 
of those. 

Mr. Chairman, I am glad you are back. And Mr. Ford actually 
was the next one to inquire, but I was taking advantage of being 
the only one here. So thank you. 

Chairman Shaw [presiding]. Mr. Ford. 

Mr. Ford. Thank you, Mr. Chairman. 

Dr. Weaver, you mentioned, in the second paragraph of your 
statement, something I want to just correct. 

I appreciate, number one, your commending the Committee for 
wanting to tackle this problem. I certainly applaud the Republican 
side of the aisle for their tireless efforts in moving in this area. I 
was Chairman of the Committee along with another Chairman of 
the Subcommittee that brought this to the forefront of the Con- 
gress. And it was, if anything, a joint effort. But I certainly don’t 
want to 

Ms. Weaver. I will amend that. 

Mr. Ford. I am going to amend it on the Committee, to not let 
it go on the record that it was brought from one side of the aisle. 

What I would also like to raise are one or two questions. And, 
being very brief, you really want us to just eliminate SSI. You don’t 
think the Supplemental Security Income Program is a good pro- 
gram at all, is in essence what I hear you 

Ms. Weaver. I think that is a serious misreading of my written 
statement. 

Mr. Ford. You are saying we ought to take the SSI Program and 
block grant it. 

Ms. Weaver. I do not say you should block grant the program. 

Mr. Ford. Are you saying we should take the cash benefits from 
children and provide only the health benefits under the Medicaid 
Program? 

Ms. Weaver. I do not say that either. I very explicitly say that 
it makes no sense to provide duplicative Federal spending. And I 
think all of us would agree on that. And, therefore, the only rel- 
evant question is whether there are added expenses to a disabled 
child that are not met by other Federal programs. And I have sug- 
gested spending Federal money on those other unmet expenses. 

Mr. Ford. And what do you do about the cash benefit? What do 
you recommend with the cash benefits of SSI? 
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Ms. Weaver. Turn it into a voucher that is spent on the extra 
unmet needs, for example. 

Mr. Ford. And, under that voucher system — what happens? The 
recipient receives the voucher. Is that a cash voucher or can some 
parts of it be converted to cash? 

Ms. Weaver. It is a voucher that could be used for a predeter- 
mined set of things related to added expenses you all believe are 
necessary and appropriate expenses for raising disabled children. 
Or I have heard discussions of nmning something through the 
Medicaid Program which would be a similar approach. 

The idea would not be to cut off legitimate expenses. There are 
added expenses, extraordinary expenses for certain children. 

Mr. Ford. What about the expenses of food and shelter? What 
I am trying to get to with this voucher that you suggest, you say 
that no block granting for SSI at all and turn it into a voucher 
plan. But how will we provide for the food and shelter in many of 
these cases that might not be hsted and itemized as some of the 
things that disabled children would need? 

Ms. Weaver. A poor child — a poor child would be eligible for 
AFDC. 

Mr. Ford. All of those children would be poor. It is a means-test- 
ed program we are talking about for children. 

Ms. Weaver. And so I am confused about what it is 

Mr. Ford. You are saying turn it into a voucher plan. Will you 
be able to receive any portion of this grant from SSI for food and 
shelter? 

Ms. Weaver. In a family where no one else is eligible for public 
assistance. 

Mr. Ford. In a family — let’s assume for 1 minute that one child, 
this particular child under the means-tested program, would be eli- 
gible for the $400-some per month, and I want to convert that into 
a voucher. Could parts of that or any of that be used for food and 
shelter? 

Ms. Weaver. I hadn’t even thought about that. If you have a 
poor family where 

Mr. Ford. A working mother with one child that is disabled 

Ms. Weaver. It is just easier for me to think through it as a poor 
family. Of coimse, we would want a share of that to go to food and 
basic support. 

Mr. Ford. But would only a certain portion of it be earmarked? 
A mother who is working and making shghtly above minimum 
wages would qualify under the means-testing program. Maybe two 
children in the family, one with severe disabilities, would qualify 
for the SSI benefits through the means-tested program. And under 
the voucher plan that you suggest, would that mother be able to 
use any portion of that voucher in cash for food and shelter for that 
child? 

Ms. Weaver. I would think that you may be able to key off the 
AFDC payment in that State to find out what an appropriate 
amount of money for basic needs in a poor family is. 

Mr. Ford. You are saying, rather than SSI, see whether you 
could key off on the AFDC? 

Ms. Weaver. That is just a way of determining basic needs. That 
is what the AFDC payment is there to try to meet. 
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Mr. Ford. SSI, we have a national standard. And, naturally, we 
do not have national standards within the AFDC Program. And 
children with disabilities in many cases, families, as we have heard 
from a mother today who has testified, their disabilities are a lot 
more severe, and the costs for caring for those kids are a lot more 
expensive than it would be maybe for kids in the welfare popu- 
lation that would not have those disabilities. 

My time is up, Mr. Chairman. 

Chairman Shaw. Ms. Dunn will inquire. 

Ms. Dunn. Thank you, Mr. Chairman. 

Thank you, panel, for waiting through this period of time and 
through the vote. 

Dr. Weaver, I would like you to switch your thinking back to a 
point that you mentioned in your testimony and give me, as a new 
Member of this Committee, some background on the rationale be- 
hind drug addicts and alcoholics being awarded cash payments for 
SSI. This is the most outrageous thing I hear in my townhall meet- 
ings these days. They would like to know the answer. And I would 
like to have more information on the thinking behind this. And 
what would happen if we decided we wanted to change that portion 
of SSI? 

Ms. Weaver. I am going to have to defer to Jane Ross from GAO 
on the legislative history back in 1972. I would mention, though, 
that the group that we tend to hear about, the drug addicts and 
alcoholics that people are talking about terminating payments to, 
I suspect is a relatively small group whose primary diagnosis is ad- 
diction. 

There is another group which includes people who have, say, a 
drug addiction or alcoholism that has contributed to another severe 
disability like severe organ damage or mental illness or whose drug 
addiction and alcoholism is secondary to their primary diagnosis. 

Most proposals do not deal with these latter categories but only 
with that primary diagnosis category. I just raise this as a clarify- 
ing point, that many people who are drug addicts and alcoholics 
would remain on the rolls, even if you curtail payments to some. 

I have not studied the legislative history. 

Ms. Ross. I am aware that the standard at the beginning of the 
SSI Program was much more restrictive and usually required some 
additional complications and was loosened over time. I am not try- 
ing to justify, I am just simply explaining that at some point when 
the mental listings were expanded it became possible to just have 
this drug addiction as the basis for your eligibility. 

Ms. Dunn. As objective observers of this system, don’t you think 
the correct thing for us to do would be to limit cash payments to 
people whose primary diagnosis is alcoholism or drug addiction? 

Ms. Weaver. It would make sense to limit payments, yes. 

Ms. Ross. I have a little information about what the characteris- 
tics of some of these people are, which you might want to be aware 
of. 

There was a study that SSA did in the mideighties about who 
the substance abusers are, and they tend to have been abusers for 
many years before they joined the program — half of them over 10 
years. Most of them don’t have even a high school education, and 
most of them tend to be in their late forties or early fifties. 
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And I think whether or not you decide that a cash payment is 
appropriate, you have to be realistic about the chances that these 
people can either be rehabilitated or can return to work because of 
this situation in which they come to the program. 

Ms. Dunn. Thank you. I certainly think that they should be 
taken off SSI, and I think the people in my district who are paying 
taxes are learning that there are primarily diagnosed folks who are 
addicts and alcoholics, and that does not make them happier about 
our system. 

Let me switch to another topic, the topic of legal aliens. I was 
concerned in your testimony. Dr. Weaver, from the charts you pre- 
sented, at the increase in the niunber of legal aliens receiving SSI. 
What do you think we ought to do about this? 

Ms. Weaver. I do not have a recommendation on aliens. That is 
really an observation about what is going on in terms of the rapid 
growth of the benefit rolls and likely implications for future costs. 

Ms. Dunn. Do you have any thoughts on our proposal in the Con- 
tract With America, our welfare proposal that would take legal 
aliens off the welfare rolls? 

Ms. Weaver. I am a public policy research analyst, and I have 
never studied immigration, so I really hesitate to say. I could give 
you my personal opinion, but I don’t think that would be particu- 
larly helpful to you. 

Ms. Dunn. I think the point that I do want to make, even though 

I would like to hear your personal opinion 

Ms. Weaver. Privately. 

Ms. Dunn [continuing]. Is that it is important for us to realize 
how much the cost to each taxpayer has increased because of the 
benefits that we award to legal aliens. They certainly should have 
the right to come into this country under our legal systems but 
should not have the right to expect that they will be supported by 
welfare once they get here, pairticularly when the folks who are 
their guarantors supposedly took responsibility for them. 

Thank you. 

Chairman Shaw. Ms. Ross, in your written testimony you point 
out that between 1982 and 1993 the portion of immigrants receiv- 
ing SSI grew from 3 percent of all SSI recipients to over 11 per- 
cent. 

I believe also that statistics will show that the number of immi- 
grants during that SEune period of time entering into the SSI sys- 
tem grew by approximately 400 percent, where the rest of the pop- 
ulation I think grew about 16 percent, or certainly a lot less than 
that. 

With 11 percent of the recipients now receiving SSI being legal 
immigrants, what percentage of the total population, if you know, 
are legal immigrants, to get some sense of proportion here? 

Ms. Ross. I am not sure of the precise number, but I do know 
that it is less than the proportion that are 

Chairman Shaw. It is less than 11 percent. Do you have any idea 
how much less it is? 

If you do have that information, and I am sure it is available 
through the General Accounting Office, if you would supply it for 
the record, that would be helpful. 

[The following was subsequently received;] 
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The Urban Institute presented some estimates of the foreign-bom population in 
a 1994 report (See Michael Fix and Jeffrey S. Passel, Immigration and Immigrants: 
Setting the Record Straight (Washington, DC; The IJrban Institute, 1994), pp. 19- 
22, 34, and 63-67.) From these estimates, we compute that in 1990, there were 
roughly 10.7 million noncitizens lawfully residing in the United States, including 1.1 
million refugees and asylees. Given the 1990 U.S. population of 250 million, legal 
noncitizen residents comprised 4.3 percent of the total. (Another 6.5 million were 
naturalized citizens; we do not have data on the number of naturalized citizens re- 
ceiving SSI.) 

However, comparisons with the SSI data may be misleading because the SSI data 
do not reflect their current immigrant status, only their status at the time they ap- 
plied for benefits. So the 11 percent of SSI recipients who were noncitizens when 
they applied may include some who have since become citizens. 

Chairman Shaw. How do you account for that tremendous in- 
crease in such a short period of time? 

Ms. Ross. Well, I can’t say anything that is absolutely definitive, 
but a couple of things are suggestive. 

One is this sponsorship issue that is the instance where it wasn’t 
clear that the person had enough personal resources or didn’t have 
a job on his or her own so someone sponsors them and says they 
will be responsible for them for 3 years and now in essence for 5 
years. 

There seems to be such a large number of people who come onto 
the rolls immediately after that period is over that it is worrisome 
that sponsorship is being gamed — ^you just take responsibility for 
the people for a limited period and then when the law says it is 
over people appear on the rolls. Since they said 25 percent of the 
people entering on the rolls came 1 year after they ended their 
sponsorship period, it sounds like a lot of people are aware of that. 
So that is a possible abuse. 

There is another part of this sponsorship issue, and that is courts 
have found that the sponsorship agreements — affidavits of sup- 
port — aren’t legally binding. So even during that period there is a 
problem. And we have, at your request, asked someone in our Gen- 
eral Counsel’s Office to look into this issue, and I would be glad — 
I am not a lawyer so I don’t feel very comfortable explaining what 
our General Counsel’s Office found — but I would be glad to provide 
that for the record. 

[The following was subsequently received:] 

Some legal immigrants are admitted to the country under the financial sponsor- 
ship of a U.S. resident. The Immigration and Nationality Act of 1952, as amended, 
provides for denying permanent resident status to noncitizens who are likely to be- 
come public charges. Noncitizens can demonstrate they will be self-sufficient in sev- 
eral ways, including getting a financial sponsor. Sponsors sign an affidavit of sup- 
port assuring the U.S. Government that the immigrant will not become a public 
charge and in which they state they are willing and able to provide financial assist- 
ance to the immigrant for 3 years. Refugees and asylees do not need to demonstrate 
they will he self-sufficient to reside in the United States. 

However, several courts have ruled that these affidavits of support are not legally 
binding. These courts found that the affidavit is but a mere promise, a moral obliga- 
tion, not enforceable in a court of law. One court concluded that an affidavit was 
not legally binding because the parties did not intend to enter into an enforceable 
contract. It relied on evidence that; The writing is termed an “affidavit” not a con- 
tract; the affidavit is signed only by the sponsor; the sponsor receives no legal con- 
sideration for his promise of support; the nature and extent of the sponsor’s obliga- 
tion is not clearly expressed; and the alien is not a party to the affidavit. 

SSI’s “deeming” provisions, which apply only to immigrants with financial spon- 
sors, attempt to reinforce immigration policy. In determining financial eligihility and 
benefit levels, SSA deems a portion of a sponsor’s resources to be available to the 
immigrant. This provision applies regardless of whether a sponsor is actually pro- 
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viding financial support. This provision currently applies for 5 years from the immi- 
grant’s entry into the United States. (The Congress temporarily extended SSI’s 
deeming period from 3 to 5 years from January 1994 through September 1996. How- 
ever, in the affidavits of support, sponsors only say they are willing to provide sup- 
port for 3 years.) 

Ms. Ross. Then the third piece that we can’t document in terms 
of numbers but which is, again, worrisome is that there are people, 
immigrants who apply for disability benefits who come bringing a 
middleman or an interpreter of their own, and they attempt to 
commit fraud. 

This is most likely to happen with languages that aren’t common, 
so that the Social Security office doesn’t have anybody who can 
themselves interpret that language. 

Chairman Shaw. It even appears that this is so organized that 
much of that starts in the country of origin before they even get 
here with regard to gaming the system and the fraud that is in 
there. It appears that actually this is a form of organized crime 
with the fraud being perpetrated on the Federal Government 
through fraudulent translators and other people who are fully 
aware of the right things to say with the applicant sitting there 
and muttering some words that the counselor doesn’t even under- 
stand himself or herself. 

I have talked to the administration, and I have talked to the Ju- 
diciary Committee. You are absolutely correct that the affidavits do 
not appear to be enforceable, and I think the courts have said so. 

The Immigration Subcommittee is looking into this in order to 
try to correct that and make it a binding contract. In talking with 
a member of the administration yesterday, it was indicated to me 
that the Judiciary Committee would have the full support of the 
administration in trying to plug that loophole, which makes abso- 
lutely no sense. 

If there aren’t any more questions 

Mr. Ford. Mr. Chairman, I have just one final question for Dr. 
Weaver. 

Dr. Weaver is a schol£U' with the American Institute — Enterprise 
Institute. What type of institute is the American Enterprise Insti- 
tute? Is it a think tank organization? 

Ms. Weaver. Yes. 

Mr. Ford. Is it part of the Federal Government or a Federal 
agency? 

Ms. Weaver. It is an entirely private public policy institute in 
Washington like the Brookings Institute. 

Mr. Ford. It is like the Brookings Institute? 

Ms. Weaver. Yes. 

Mr. Ford. Let me ask you. Dr. Weaver, in light of all these posi- 
tion papers, have you or the American Enterprise Institute — ^have 
you all experimented with any of these positions that you have 
taken, like the voucher plan? I notice that when Social Security 
toyed with the voucher thought and ideas they wrote up a page and 
a half of questions that they couldn’t answer themselves, like sev- 
eral questions that you have not been able to respond to, and said, 
we better put that in the thought pattern. Have you really tried to 
experiment with any of these position papers? 

Ms. Weaver. With regard to that specific suggestion about con- 
verting to a voucher, I have not experimented with it. 



445 


Mr. Ford. Thank you, ma’am. 

Mr. Levin. Mr. Chairman, could I just ask a question, just one 
quickie? I am sorry. I was in another hearing so I missed the testi- 
mony, the oral testimony. 

Let me just ask, in light of trying to get at the serious flaws, if 
we were to abolish SSI payments to addicts, what would the impact 
be on eligibility for Medicaid payments, whether you think there is 
any problem there? They are linked, today, to some extent. 

Ms. Ross. I am not sure I understand your question. Would you 
expand on it a little? 

Mr. Levin. SSI is linked to eligibility for Medicaid. You eliminate 
SSI and it will have some impact on Medicaid eligibility. So have 
you any thought, if we abolish payments to addicts, what might 
happen in terms of the impact on Medicaid eligibility and whether 
that is a plus or a minus? 

Ms. Ross. Are you talking specifically about the drug addicts and 
alcoholics? 

Mr. Levin. Yes. 

Ms. Ross. Well, I am not still sure how to answer your question. 
I didn’t propose anything like abolishing benefits for that group. 
But if 

Mr. Levin. So you don’t — I am not sure, then. What is your sug- 
gestion in that area, if it isn’t abolition? 

Ms. Ross. We did work last year prior to the time the law 
changed, and we said two things. One was that the representative 
payee requirement ought to be tightened, and it ought to be ex- 
panded beyond the group that is called just strictly drug addicts 
and alcoholics in the SSI Program; and that anybody who has a 
substance abuse problem who is on either SSI or DI ought to have 
a representative payee taking care of their money. And we further 
said we thought all of those people ought to be in treatment. 

Those were the two pieces that GAO talked about last year. And 
some of that has been done, not all of it. So that would be about 
where we would still be. 

Mr. Levin. So, Dr. Weaver, let me ask you, because I think you 
favor the abolition 

Ms. Weaver. I did not present a position on abolishing payments 
to addicts and alcoholics. 

Mr. Levin. So — I am sorry. I missed the back and forth, being 
at other hearings. So your suggested remedy to a program 

Ms. Weaver. If I could clarify one thing to you, gentlemen. I was 
asked to appear before the Subcommittee to provide a background 
on the program — what are the sources of growth and what are the 
various issues. I was specifically not asked to make recommenda- 
tions. And now I am being pressed and pressed to do so. I am 
happy to do so when I am comfortable doing so, but I don’t want 
to be put in a position of looking like I came unprepared for this 
hearing. I came prepared to do what I was asked to do. 

Now, I think it is a perfectly legitimate question: What about 
Medicaid. That is something you all have to deal with. Will Medic- 
aid continue for addicts and alcoholics if you terminate cash or will 
it not? 
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Mr. Levin. So the implications of your testimony in terms of 
remedy — clearly, there are serious problems. So what do you think 
are the implications of your analysis for what we should do? 

Ms. Weaver. I think the provision is seriously flawed as it was 
created for a lot of technical reasons. 

Mr. Levin. Right. And as to what we should do, the implications 
of your testimony. You want to help us. What should we do 

Ms. Weaver. I think at this point I would prefer not to address 
that issue. 

Mr. Levin. Thank you. 

Chairman Shaw. Does that conclude your questioning? Thank 
you. 

Thank you. Dr. Weaver and Ms. Ross. Thank you very much for 
being with us this afternoon and your most enlightening testimony. 

For the next panel, if they would come forward and take their 
place at the table: Dan Stein, who is executive director, the Federa- 
tion for American Immigration Reform, located here in Washing- 
ton, DC; Stephen Moore, who is director of fiscal policy studies, the 
Cato Institute, Washington, DC; and Lawrence Fuchs, professor, 
Brandeis University, Waltham, Massachusetts. 

Mr. Stein. 

STATEMENT OF DAN STEIN, EXECUTIVE DIRECTOR, 

FEDERATION FOR AMERICAN IMMIGRATION REFORM, 

WASHINGTON, DC 

Mr. Stein. Thank you very much, Mr. Chairman. 

I am executive director for the Federation for American Immigra- 
tion Reform. FAIR is a national public interest membership organi- 
zation working to end illegal immigration and implement a general 
moratorium on most legal immigration, such as has been suggested 
by Chairman Stump in H.R. 373. With 70,000 members in all 50 
States, FAIR is now the Nation’s leading organization working for 
tighter immigration laws. 

Mr. Chairman, we want to congratulate you on your new ap- 
pointment as Chairman of the Committee. We appreciate your im- 
portant leadership over the past decade and help in working for 
more realistic and enforceable immigration laws. We are grateful 
for the leadership that you and Chairman Archer are providing in 
advancing important proposals contained in the Contract With 
America that have led to this hearing today. 

Mr. Chairman, we believe that the proposals contained in H.R. 
4 as they relate to legal aliens and illegal aliens go to the very 
heart of the last election’s results. Nowhere is the phenomenon of 
unfunded mandates more evident than in the costs and burdens of 
immigration on the State and local taxpayers. 

Summarizing my recommendation, we believe it is perfectly ap- 
propriate for Congress to condition the receipt of most public bene- 
fits on the acquisition of citizenship, or for bona fide temporary ref- 
ugees or certain long-term alien residents in exceptional cases. 

As a general matter, though, conditioning benefits on the acquisi- 
tion of citizenship will encourage naturalization and help reduce 
the incentive to create an ever-growing class of “permanent” per- 
manent resident aliens in our midst. This is sound public policy. 
It strengthens the civic fabric. 
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We also support a rewrite of the public charge bar to make it 
more enforceable in deportation proceedings and changing the 
sponsorship provisions to render them enforceable against the peti- 
tioning sponsors, as was mentioned earlier. 

We also support the provisions in section 402 of H.R. 4 to require 
State AFDC agencies to provide information on illegal aliens to the 
Federal INS. 

We would also like to see an immigration service capable of using 
such information effectively, but that is beyond the purview of this 
particular bill. 

Mr. Chairman, it has been the policy of the United States since 
before the turn of the century to deny admission to aliens who are, 
“likely to become public charges.” This policy reflects an overriding 
interest in the general public to ensure that, if we admit people as 
immigrants, we want to ensure they are capable of earning a living 
and pulling their own weight. 

Taxpayers do not want to pay for immigration, legal or illegal. 
Public support for immigration is generally premised on the idea 
that our immigration program benefits the United States uncondi- 
tionally and is effectively cost free. As this is no longer the case, 
public support for immigration is rapidly eroding. In light of this 
trend, it is important to take 1 minute to review a few principles. 

In my testimony, I review the fact that starting with 1908, when 
the INS began recording deportations based on the public charge 
bar and particularly through 1930, the INS deported about 20,000 
aliens as public charges. During this period, any financial need of 
the immigrant was absorbed by the immediate family or private 
charity; and it was never contemplated that recent immigrants 
would be permitted to bring elderly relatives and place them on 
publicly supported welfare programs. 

The immigrant contract with America is an old one. It holds that 
we provide an opportunity for a person to come here and begin 
anew, leave behind attachments in the old country, forge ahead in 
the spirit of American enterprise and drive. The contract held that 
you should join the polity by renouncing your old political alle- 
giance and join a new one; that you should become a citizen and 
learn the political philosophy and history underlying our founding 
documents and institutions. You could come as long as you could 
contribute, and the contract held that an immigrant was expected 
to naturalize or become a citizen within a reasonable period after 
being eligible to do so. 

As I shall explain briefly further today, immigrants, parolees, pu- 
tative asylees and those currently pending an adjudication and 
even, in some cases, wholly illegal resident aliens are eligible for 
many forms of welfare. 

Immigrants enter the country today already planning to bring el- 
derly relatives and extended family, many of whom have no obvi- 
ous means of support or may require some kind of public anti- 
poverty relief. Married siblings and in time uncles and aunts are 
permitted to join. As a result, the 1990 census clearly shows wel- 
fare use is increasing among immigrants as skills, education and 
income levels all decline. 

In my written testimony, I explain where in the course of this 
century the public charge bar was struck down as a dead letter — 
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virtually unenforceable; and through judicial decree where the 
sponsorship pledge provisions became effectively unenforceable. 

I would also like to alert your attention to the fact that the block 
grant alternative proposal may have constitutional problems if 
such a scheme is delegated in a way that enables the States to ad- 
minister alien resident eligibility requirements in a manner that is 
at variance with the Federal classification scheme. 

Our basic recommendations are as follows; 

The provisions of H.R. 4 relating to alien eligibility for welfare 
are critical to restoring the proper balance between immigrant 
rights and responsibilities. It is not enough for an immigrant to 
have paid taxes. It is not enough to have not paid taxes. By that 
standard, many immigrants could be deported on their negative tax 
liability alone. 

We should recall that immigration is a first step on the road to 
citizenship. Conditioning alien eligibility for welfare programs on 
the acquisition of citizenship is both good policy and sound civics. 
It ties the community together and furthers the community’s inter- 
est in seeing that an immigrant joins the national commimity. 

Second, barring welfare eligibihty for aliens is also consistent 
with restoring the policy consensus that immigrants may not come 
if they are going to cost the taxpayers money. Immigrants should 
pay their own way. No Federal or State taxpayer should have to 
pay a dime for immigration. Affirmative immigration, by which I 
mean a national program that admits immigrants solely because 
those individuals want to come to live — as opposed to, say, emer- 
gent humanitarian or lifesaving missions — is optional for the Amer- 
ican people, and they will not support programs that produce se- 
vere financial stress on local or State taxpayers or even the Federal 
Treasury. 

Welfare programs are an incentive to attract immigrants without 
skills or literacy to the United States. Making these programs 
available without enforceable sponsorship pledges or public charge 
bars simply invites an influx of those immigrants who have the 
most to gain by moving to a country with a generous social safety 
net. 

Last, and concluding, we would like to expand the definition of 
public charge to amend sections 212(a)(4) and 241(a)(5) of the INA 
to ensure that public charge deportation and exclusion are avail- 
able for those aliens who are likely to use, or do use. Federal, State 
or municipal means-tested public assistance, including non- 
emergency medical care, food, housing assistance and other such 
programs. The test for aliens who have entered, and are therefore 
subject to deportation, should be means-tested public assistance for 
at least 180 days within 5 years of the date of entry. 

Mr. Collins [presiding]. Mr. Stein, in the interest of time, we 
will be putting yoim full statement in the record. Could you briefly, 
in 2 seconds or less, summarize? 

Mr. Stein. Thank you very much, Mr. Chairman. 

[The prepared statement follows;] 
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TESTIMONY OF DAN STEIN 

FEDERATION FOR AMERICAN IMMIGRATION REFORM 

Mr Chairman, and Members of the Committee, my name is Dan 
Stein, and I am the executive director for the Federation for 
American Immigration Reform, or FAIR. FAIR is a national 
public interest membership organi 2 ation working to end illegal 
immigration and implement a general moratorium on most legal 
immigration (such as that suggested in H.R. 373, introduced by 
Chairman Bob Stump). We support an immigration policy that 
serves the American people and our interests as a Nation. With 
70,000 members in all 50 states, FAIR has become the leading 
organization in America working for tighter immigration laws. 

Mr. Chairman, we congratulate you on your new committee 
chairmanship, and want you to know how much we appreciate 
your important leadership today and over the past decade and a 
half in working for more realistic and enforceable Immigration 
laws. We are grateful for the leadership that you and Chairman 
Archer are providing in advancing the important proposals in the 
"Contract With America” that have led us to this hearing today. 

We believe that these proposals go to the very heart of the last 
election's results. Nowhere is the phenomenon of unfunded 
mandates more pronounced than in the costs and burdens of 
immigration on the state and local taxpayer. As Michael D. 

Weiss, a professor of law at the University of Houston, recently 
observed: 

Tile fedcnl govcnuoeat has ntiincd exclusive junsdksioD over mmipirHci, deportiljoa. customs, and 
mtenunoQsl releticna. h is, however, insulated &om the results of its bilm because most of the social 
programs that iUegal [and I would add legal - dsj immtgnols place d fJti a nd on, such as schools, welfare, 
jails, public hospitals, and emergency medical care, are ftnanced at the itaae, county, or city level With 
the burden of failure shifted onto the governments and taxpuyers of dre states (and drspfupoftiofratety 
shifted to the six 'frontlme' states of Texas. Florida, Olmois. New Yort, New Jersey and Califoniia. 
which host over three.quar1en of tecent immigrants, both legal and illegal), the federal bureaucracy has 
little incentive to effectively control the border. 

The public has questioned how long wc can afford to provide public 
benefits to immigrants — guests of the nation, if you will — when we 
ourselves, the citizens who built this great nation, have to absorb the rapid 
decline in all forms of public investment, capital plant improvement and 
basic social services. It is a question of fundamental fairness. 

Summary recommendations: We believe it is perfectly appropriate for 
Congress to condition the receipt of most public benefits for citizens, 
bona fide temporary refugees, or certain long-term alien residents. 
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Conditioning benefits on the acquisition of citizenship, however, will 
encourage naturalization and help reduce the incentive to create an ever- 
growing class of ’permanent" permanent resident aliens in our midst. 

This is sound public policy, and strengthens the civic fabric. We also 
support a rewrite of the public charge bar to make it more enforceable in 
deportation proceedings, and changing the sponsorship provisions to 
render them enforceable against the petitioning sponsors. We also 
support the provisions Section 402 of RR. 4, to require state AFDC 
agencies to provide information on illegal aliens to the Federal INS. (We 
would also like to see an INS that was capable of using such irtformation 
effectively, although that is beyond the purview of this bill.) 

Consistent with past policies 

Mr. Chairman, it has been the policy of the United States since before the 
turn of the century to deny admission to aliens who ate "likely to become 
public charges." This policy reflects an overriding interest in the general 
public to insure that if we are to admit people here as immigrants, we 
want to insure that they are capable of earning a living and pulling their 
own weight Taxpayers do not want to pay for immigration, legal or 
illegal. Public support for immi^tion is generally premised on the idea 
that our immigration program benefits the U.S. unconditionally and is 
effectively cost-fiee. As this is no longer the case, public support for 
immigration is eroding rapidly. In light of this trend, it is important to 
take a moment and revisit a couple of first principles. 

Mr. Chairman, the Immigration and Naturalization Service, or INS, has 
been repotting deportation statistics since 1908. Back then, the INS was 
deporting public charge aliens in an aggressive maimer. Between 1911 
and 1 930, the INS deported approximately 20,000 aliens as public 
charges.' During this period, any finan cial need of the immigrant was 
absorbed by the immediate fiunily or private charity. It was never 
contemplated that recent immigrants would be permitted to bring elderly 
relatives and place them on publicly-supported welfare programs. The 
"Immigrant Contract with America’ is an old one; It holds that we 
provide an opportunity for a person to come here and begin anew; to leave 


'INS Statistical Yearbook, 1992. 
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behind attachments to the old country, and forge ahead in the spirit of 
American enterprise and drive. This contract held that you should join the 
polity by renouncing your old political allegiance, and joining a new one; 
that you should become a citizen and learn of the political philosophy and 
history underlying our founding political documents and institutions. It 
held that you could come, so long as you could contribute. And it held 
that an immigrant is expected to naturalize within a reasonable period 
after being eligible to do so. 

As I shall explain further below, today, immigrants, parolees, putative 
Asylees who have merely made application, those currently pending an 
adjudication and even, in some cases, illegal aliens, are eligible for many 
forms of welfare. 

Immigrants enter our country already planning to bring elderly relatives 
and extended family, many of whom have no means of support or require 
public anti-poverty relief. Married siblings, and, in time, needy uncles 
and aunts are permitted to join. As a result, the 1990 census shows that 
welfare use is increasing among immigrants, as skills, education and 
income levels all decline. 

This is not the immigrant contract that the American people signed. It is 
not a fair deal for the taxpayer, and it is not one the people can and will 
continue to support 

The immigrant contract was turned on its hearl by three factors: I) the 
effective elimination of the public charge bar as an independent basis for 
deportation, section 241(aX5) or 8 U.S.C. 125 1(aX5); 2) the rendering of 
sponsorship pledges as meaningless and unenforceable; and 3) the 
explosion of "great society" entitlements that altered entirely the financial 
implications of immigration for taxpayers and the incentives for the 
migrants themselves. 

The State Department also has responsibility for enforcing the public 
charge bar, as well. Here the law still has some meaning, INA section 
212(aX3Xe). Whenever, in the opinion of a counselor officer at the time 
the alien applies for a visa, or in the opinion of the immigration officer — 
under the attorney general's delegation — at the time the alien applies for 
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admission, the alien is likely to become a public char^ after mtry, that 
alien may be denied a visa and denied entry. 

The Department of State continues to enforce this law with some zeal. In 
all cases where a visa must be obtained overseas, the consular officer 
and does deny visas based on the public charge provision. From 1 990 to 
1994, the state department refused visas to 68,521 aliens on this basis. 
While some overcome the bar based on sponsorship pledges or newly- 
presented evidence of income, most do not Millions more 
"nonimmigrant” or tourist visas are also denied overseas each year by the 
state department 


Where die Breakdown Occurred 
"Pabk charBc” becomes s dead letter 
"Sponsorship pledges" arc worthless 

Mr. Chainnan. the public chaise provisioa is no longer used to deport 
aliens. Unlilce the tum of the last century, when tens of thousands of 
aliens were excluded at the border because of a likelihood of 
becoming a public charge, and teas of thousands of alicas were 
deported for having bcconic a public charge after entry, ^ today the 
INS has virtually stopped coUecting statistics on public charge 
deportations. The handful actually deported from 1981 to 1989 
demonstrates that in depoitation bearings, public charge has become 
nearly a dead letter in INS proceedings. 

In addition, nearly all classifications of aliens (other than illegal 
and certain temporary or "noninunigiant' categories”) are eligible for 
a full range of federally-supported entitlements. Most of the alien 
classifications were created as a result of the administrative 
overburdening of the INS they fell into the huge calchbasin of INS 
administrative delay. This calchbasin is known as the alien 
"permanently residing under color of law,” or PRUCOL.’ PRUCOL 
aliens were established under a series of administrative decisions and 
judicial settlements entered into since 1978; most are the byproduct of 

^See, Immigration Briefings, No. 91-11 (November 1991). 

’See, Stein & Zanowic, Permanentfy Resit&tg Under Color qf Law: The Opening Door to 
Entitlement Elmbiiity, 1 GeoJmmXJ. 23 1 (19^. Categories include Defencd Enforced Departure, 
applicants for Suspension of Depo t l ali oo, appticanl for asylum, parolee, and many others. Work 
authorization is us^y itKlutled pending the rwjialicatioii. 



453 


either 1) the inability of the INS to remove aliens quickly, or 2) the 
inability of states to ascertain with accuracy who is an alien, and who 
is not, and if an alien, then what kind of "lawful alien" that person is 
(there are limitless varieties). This last problem is the fault of the 
federal Department of Justice: It lacks the capacity to offer state 
agencies reliable verification of citizenship or alien status or identity. 

The inability of states to determine who is an alien and who is not, or 
to verify with federal government assistance the alienage 
classification asserted by the claimant, is a major loophole thwarting 
efforts to remove ineligible aliens from federal/state entitlement 
schemes. Any effort to restore the public charge to enforceability or 
to bar legal and illegal aliens fiom various benefits must also address 
the abysmal documentary situation prevailing in the United States 
today. 

Why are Public Charge and Sponsor's Pledges 
Unenforceable? 

The public charge provision was effectively gutted over several years. 
In 1944, the Board of Immigration Appeals in Matter ofV-, 2 I&N 78 
(March 25, 1944), established a three tier test for public charge 
determinations in deportation cases: ( 1 ) The state or other public 
entity must legally obligate the recipient of a public benefit (including 
a binding promise to repay); (2) the state or other entity must make a 
formal claim against the recipient; and (3) the recipient must fail or 
refuse to repay, and any sponsor or third party must refuse to repay. 

Not surprisingly, such formal requirements soon tendered the public 
charge a dead letter. Very few public entities even have the legal 
authority to make a legally binding obligation for repayment in these 
circumstances. 

The sponsors could be held liable until the 1 970s, when several courts 
ruled that sponsors of immigrants have no legal obligation to repay. 
The courts transformed the sponsorship pledge into a moral obligation 
to provide assistance, a regrettably ineffective method of collecting on 
the pledge. 
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But despite the court rulings gutting the meaning of the q>onsorship 
pledge, the State Depaitmott and the INS have continued to require 
these unenforceable "affidavits of support" from putative sponsors as 
the basis for waiving routinely the public charge bar. 

Between the unenforceability of the public charge bar, and the 
ineffectiveness of the ^raosorship pledge, the INS has effectively 
stopped trying to deport aliens on that basis. Despite the law's 
appearance on the statute books, and the insistence of some 
immigration activists that this law constitutes some protection to the 
American taxpayer, the bottom line is that the entire process is out of 
control. Ultimately, it can only be solved through a revamping of our 
entire documentary identification scheme: a standardization of state 
birth records and electronically-verifi^Ie immigration documents 
accessible by state agencies. 

The emergence in the mid-1960‘s of the "Great Society" programs 
rendered the concept of "public charge" somewhat antiquated. The 
assumption by the Federal Government of a range of new authority to 
administer national health and welfare programs meant that all 
Americans would increase their chances of drawing on the public 
treasury at some point in their lives. 

Supreme Court cases such as Graham v. Richarson, 403 U.S. 365 
(1971) (striking down a state’s ability to determine which aliens may 
receive benefits and which may not, based on the Fourteenth 
Amendment’s Equal Protection Clause), and Mathews v. Diaz. 426 
U.S. 67 (1976) (upholding Congress' plenary authority to deny 
benefits based on alienage classification), eliminated the states and 
their administering agencies — as major players in determining 
alienage classification, eligibility and public charge liability. 

The Block Grant Scheme meationed by Speaker Gingrich as an 
alternative: As an aside, the existence of the Supreme Court 
authority in Graham raises the question whether Congress could 
delegate to the states the authority to decide which aliens may receive 
which benefits. Assuming states could actually make these 
determinations with any precision (something they could not now do 
without much more assistance fix)m the INS and the states' vital 
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statistics bureaus), there may also be a constitutional cloud over the 
idea. Such a scheme would certainly he subject to constitutional 
challenge, particularly if the block grant concept permits the states to 
administer benefits in a way inconsistent with the Federal immigration 
classification scheme. 

The bottom line is that the forces identified in this testimony have led 
to a situation unsustainable for the American taxpayers; aliens may 
enter the country legally and illegally, and in a full range of cases 
obtain benefits on par with (and even to the advantage of) U.S. 
citizens.* 


Recommendations: What do we do? 


The situation calls for the following, at a minimum. 

I. The provisions of H.R- 4 relating to alien eligibility for welfare 
are critical to restoring the proper balance between immigrant 
rights and responsibilities. It is not enough for an immigrant to 
have paid taxes; by that standard, many immigrants could be 
deported on their negative tax liability alone.* Rather, we 
should recall that immigration is merely the first step on the 
road to citizenship) not a permanent "limbo" classification for 
aliens to remain in indefinitely. Conditioning alien eligibility 
for welfare programs on the acquisition of citizenship is both 
good policy and sound civics. It ties the community together, 
and furthers the communities interest in seeing immigrants join 
the national political community as full participating members. 

*Fote»iimife.mdgteAPCDpiiadaia.« (■niiy wyTwUtwoU.S. Ciluts diiURa receive ptefereeiiai 

tniancai under ibe eligihility (uiddinesover ■sirailvhottidioidofiU US Citizeiw. This b because the ineli^ble dwas ve tciDOved from the per 
capia debt load calculus thadetemiines the &ndks montUy paynetaamowa. Another eumpic was die proposaJ by iheauuoo Enbtlement Reform 
Task Force last year tha wxdd have lequM AFDC mothen ai ram h> antfc aVr two yean. The Task Foiee concluded dut tf the mother was present 
iltegalty, she could not be raquind to ram b work. Tke ttana? Ac if as^isiWe to wort uoder Federal taw. 

Sleariy 70 pescesM of (he alints who i wej v cd wwacsty io 19IA Itvod io taiilics so poor torn they qualified for (he Federal EanMd Income 
TnCiediL Source: INS Amnesty D«a. 
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II. Barring welfare eligibility for aliens is also consistent with 

restoring the concept that immigrants may not come if they are 
going to cost taxpayers money. Immigrants should pay then- 
own way. No federal or state taxpayer should have to pay a 
dime for immigration. "Affirmative immigration," by which I 
mean a national program that admits immigrants solely because 
those individuals want to come to live (as opposed to emergent, 
humanitarian and life-saving admissions) are optional for the 
American people. They will not support immigration programs 
that produce severe financial distress on local and state 
taxpayers. Welfare programs are an incentive to attract 
immigrants without education, skills or literacy to move to the 
United States. Making these programs available without 
enforceable sponsorship pledges or public charge bars simply 
invites an influx of those immigrants who have the most go 
gain by moving to a country with a generous social safety net. 

ni. We should expand the definition of "public charge." We 
should amend Sections 212(a)(4) and 24i(aX5) of the INA to 
insure that public charge deportation and exclusion are 
available for those alien who are likely to use, or do use, 

Federal, state or municipal means-tested public assistance, 
including non-emergency medical care, food and housing 
assistance, or any other such program. The test for aliens who 
have entered, and are therefore subject to deportation, should be 
"means tested public assistance for at least 180 days within five 
years of the date of entry." Restoring value and meaning to the 
public charge definition will go a long way toward restoring 
public confidence in our immigration system. 

rV. Restore the enforceability of sponsorship pledges. The 

American people are uniformly in support of restoring meaning 
and enforceability to the affidavits of support. We suggest that 
ENA section 21 2(aX4) be amended to require that a bond be 
posted by a responsible sponsor whenever it appears likely that 
an alien may become a public charge. Further, a guarantee of 
financial responsibility should be enforceable by the Attorney 
General or the State or Federal agency that has provided the 
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assistance in any jurisdiction in which the sponsor or alien 
resides. If the sponsor fails to relieve the tatqtayer of the debt 
obligations incuired on behalf of the sponsored alien, then the 
alien should be sent home. 

Mr. Chairman, we believe that these changes are only the beginning of 
a long-tenn effort to restore public confidence in the ability of our 
immigration program to serve the public and national interest. On 
behalf of FAIR, I appreciate the opportunity to appear before you 
today, and we look forward to working with you on this issue now and 
in the future. 

I would be happy to answer any questions you may have at this time. 
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Mr. Collins. Thank you, sir. 

Next, Mr. Moore. 

Mr. Moore. Dr. Fuchs is going to go next. 

Mr. Fuchs. I postponed getting a plane, and might have to do 
it again. 

Mr. Collins. You go right ahead. 

STATEMENT OF LAWRENCE H. FUCHS, PROFESSOR, BRANDEIS 
UNIVERSITY, WALTHAM, MASSACHUSETTS 

Mr. Fuchs. Thank you, Mr. Chairman. 

I am the Vice Chair of the U.S. Commission on Immigration Re- 
form created hy the Congress in 1990 in the Immigration Act. It 
consists of nine persons. The Chair, appointed by the President, is 
Barbara Jordan. The other members are chosen by the Congress: 
Four from the Senate, four from the House. Four Republicans, four 
Democratic leaders in those bodies chose the members. 

It works in a completely nonpartisan fashion. These are people 
with long experience in this field of immigration law and policy. 
And, to this point, all of the recommendations we have made to 
you — and we are created by you and are a creature of you — have 
been unanimous. 

We spend as much time or more on this issue of immigrant eligi- 
bility than on any other issue, and we looked at three basic options 
which face you today. 

The first is to turn the matter over to the States and block 
grants as a way to go. We really felt — I will explain in 1 minute 
why that is really not an option — really, it is not a constitutionally 
permissible option. 

The second is to categorically deny noncitizen legal permanent 
aliens the benefits. After long and hard work on that one, we de- 
cided against that. 

The third, unanimously adopted by the congressionally appointed 
bipartisan Commission, is to make the affidavits of sponsors of im- 
migrants enforceable for the period in which sponsor income has 
been deemed available to immigrants to keep them from becoming 
public charges. We believe that can be done. We are distressed at 
the lapse and the failure historically to have it done. 

Now, with respect to the States, if you turn the responsibility 
over to the States with the expectation that each will find its own 
policy you really will create a serious constitutional problem. 

The Supreme Court was unanimous in 1971 in Graham v. Rich- 
ardson that any State law that distinguishes between permanent 
resident aliens and citizens with respect to public assistance is in 
clear violation of the 14th amendment’s equal protection clause. 
That emphatic ruling was that it was impermissible for States for 
fiscal reasons to make welfare classifications based on legal 
alienage. 

Possibly Congress can make constitutionally permissible what 
the States cannot do on their own. But that is far from certain. The 
Congress has plenary authority to act on its own for the Nation; 
but to delegate to the States is very dubious. If you read Graham 
V. Richardson, that was one of the major objections, that States 
would adopt different policies; and, therefore, they said that such 
a distinction was inherently invidious. 



459 


Whatever the constitutional disposition of a case might be under 
congressional authority, it would be, according to our view, bad pol- 
icy for either the Congress or the States to make what the court 
called an invidious distinction. 

We expect — we, as a Nation — ^that the vast majority of legal im- 
migrants we admit to our country affirmatively, because we want 
to do that, have close members of family already here or because 
of a needed skill or other economic asset. If we don’t agree with 
that, immigration committees and subcommittees — and we are 
stud 3 dng on the Commission this question of numbers and cat- 
egories intensely at the present time. 

By the way, I say parenthetically here, obviously we are not ad- 
dressing the larger issue here of fraud in the system or whether 
the system works well and so on. We are only addressing the nar- 
row issue of the question of immigrant eligibility. 

At any rate, we admit affirmatively immigrants. We make them 
pay taxes. We subject them to compulsory service in the armed 
forces. 

By the way, I have to tell you that one man we have heard from 
who is the head of the paralyzed veterans chapter in Florida, the 
U.S. Paralyzed Veterans Association, who could not easily get natu- 
ralized because he is in a wheelchair — I know it is an anomalous 
case, but it happens often — in a wheelchair and could not get in the 
INS building. 

At any rate, the children of immigrants provide us with a highly 
disproportionate number of valedictorians and prizewinners, and 
most legal aliens we know from our work are devoted to the goals 
of family responsibility. 

The answer might be, let them become citizens. Not so easy. The 
average wait for an INS interview is now 7 to 10 months. In San 
Diego, an immigrant who applies for naturalization will be sched- 
uled for an interview about 270 days later. Once approved, the wait 
to become naturahzed varies greatly, more than 1 year in San 
Diego. 

There are long lists everywhere for adults to be admitted to Eng- 
lish language classes. In New York, the waiting list is often as long 
as a year, sometimes two. About 5 percent of those who take the 
exam fail, but many never get that far because they are afraid to. 

In Chicago, we learned of a 70-year-old Polish woman who broke 
down in sobs when she failed the test for a second time. For many 
elders — and this is where the problem is with respect to SSI and 
numbers and money. For many elders, the humiliation of admitting 
that they may not remember or they are suffering some impair- 
ment or disabihty is a huge obstacle for applying for and taking the 
exam. 

We don’t want to say to that Polish woman or anybody, that if 
she should suddenly become disabled, public assistance is not for 
her because she is a legal immigrant. That was the situation for 
one of the plaintiffs in Graham v. Richardson. 

We don’t want to tell a 12-year-old orphan she must live on the 
streets — these are real cases — because as an immigrant she doesn’t 
qualify under title IV of the Social Security Act. She would be in 
a real catch-22. She wouldn’t qualify for help because she is a legal 
immigrant, but she can’t natimalize because she is underage. 
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There are many instances of battered women who have come to 
our attention, permanent resident aliens, who, with their children, 
were saved — the AFDC may need drastic correction, but they were 
saved by being on AFDC and are now productive members of soci- 
ety. 

Do we want to take SSI benefits away from legal immigrants, 
say a blind 70-year-old man who collects no retirement benefits? 

Here is the problem. Over three-fourths of the elderly legal immi- 
grants receiving SSI do not receive Social Security benefits, com- 
pared to one-third of the elderly native-born recipients. But we are 
not going to say to such persons; Go back to where you came from. 

You may have seen the story Wednesday on the Westinghouse 
Prizewinners — this year, as always, a disproportional number were 
immigrants or the children of immigrants. They had one 15-year- 
old boy featured who is a brilliant young man who, if he had fin- 
ished just out of the running, would not be eligible for scholarship 
help under the Higher Education Act — 1965 act. What a loss to the 
rest of us. 

So just as we should be clear in our policy against any broad cat- 
egorical denial of public benefits to legal immigrants, however we 
revamp the system to make it less prone to fraud and to work more 
effectively to energize people to work, so we should be clear that 
sponsors are to be held financially responsible for the immigrants 
that they bring to this country during the deeming period. 

The Commission staff is working very hard on this. We believe 
this can be done. We have made several recommendations already 
as to how to do it, and they are in our report of September. And 
we believe 

Mr. Collins. Excuse me. Can you summarize? 

Mr. Fuchs. I am finished — a sharp distinction must be drawn be- 
tween illegal residents and lawful permanent resident aliens who 
we have admitted in our national interest. We believe that is ex- 
tremely important, that we make that distinction and make it con- 
sistent with our overall immigration policy. 

So I hope that you will not rush into legislation that really I be- 
lieve — this Commission believes, your Commission — ^you may al- 
most certainly regret, legislation that might amount to a wounding 
not just to immigrants but families, communities, and especially 
the national interest of the United States of America. 

So I thank you for listening to your Commission, and we will con- 
tinue to do our work, and I volunteer the help of the staff, excellent 
staff, on these issues to work with your staffs so that we can do 
the very best we can do by our Nation and its national interest. 

Thaidc you very much, Mr. Chairman. 

[The prepared statement follows:] 
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TESTIMONY OF LAWRENCE H. FUCHS 
BRANDEIS UNIVERSITY 

My name is Lawrence H. Fuchs. I am Meyer and Walter Jaffc Professor of American 
Civilization and Politics at Brandeis University. I have spent most of my professional life 
studying the history and policy of immigration. From 1979 to 1981, 1 was the Executive Director 
of the Select Commission on Immigration and Refugee Policy, and currently, I am Vice Chair of 
the U.S. Commission on Immigration Reform. 

I believe that there are three basic options with regard to reforming the benefits eligibility 
system for lawful permanent resident aliens. 

The first is to turn the matter over to the states. 

The second is for Congress to categorically deny such benefits. 

The third, unanimously adopted by the Congressionally appointed bipartisan Commission 
on Immigration Refonn, is to make the affidavits of sponsors of immigrants enforceable for the 
period in which sponsor income has been deemed available to immigrants to keep them from 
becoming public chaiges. 

If you turn the the responsibility over to the states with the expectation that each will find 
its own policy, you may create a serious constitutional problem. A unanimous Supreme Court 
ruled in Graham v. Richardson in 1971 that any state law that distinguishes between permanent 
resident aliens and citizens with respect to public assistance is in violation of the Constitution's 
Fourteenth Amendment equal protection clause. The Court ruled emphatically that it was 
impermissible for states to make welfare classifications based on legal alienage for fiscal reasons. 

Possibly, the Congress can make constitutionally permissible what the states cannot do on 
their own, although that is not certain. 

Whatever the constitutional disposition of such a case might be, it would, in my opinion, 
be bad policy for either the Congress or the states to make what the Court called an invidious 
distinction, one which it found to be subject to strict constitutional scrutiny. 

Immigrants come to the United States as close relatives of citizens and resident aliens 
already here and because of their needed skills or other economic assets. If the numbers or 
categories are wrong, if they are not in our national interest, we should change them. The 
Commission on Immigration Refonn is looking intensely at such questions now. But members 
of this bipartisan commission, including both strong conservatives and liberals, are unanimous in 
recommending against categorical distinctions between permanent resident aliens and citizens 
with regard to benefits under discussion here. To do so would be to cut at the heart of what 
makes the United States different from any other country in the world. 

We correctly expect of legal immigrants that the vast majority of them will work hard, 
save, and invest in their children. Like citizens, they pay taxes and are subject to compulsory 
service in the armed forces. Many of them actually volunteer. We expect them to add to our 
language resources and help us to compete in a global ^X)nomy. Their children provide us with 
a highly disproportionate number of valedictorians. And most legal permanent resident aliens 
are devoted to ideals of freedom, opportunity, and personal and family responsibility. 

Weil, some will say, "Let them become citizens." Not so easy! The average wait for an 
INS interview is now seven to ten months. In San Diego, an immigrant who applies for 
naturalization will be scheduled for an interview about 270 days later. Once approved, the wait 
to be naturalized varies greatly: ninety days in New York, more than a year in San Diego. 


There are long waiting lists almost everywhere for adults to be admitted to English 
language classes. In New York, the waiting list is often as long as a year, sometimes two. The 
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Riverside Church runs a lottery each month, and those who don't make it must sign up again for 
the following month. 

About five percent of those who take the citizenship exam fail, but many never get that 
far because they are afraid to take it. TTiat is especially true for older persons, many of whom are 
English language deficient. Persons over fifty-five can take the test in their native language, but 
they must have been in the U.S. for at least fifteen years. 

In Chicago, we learned of a seventy-one-year-old Polish woman who broke down in sobs 
when she failed the citizenship test for the second time. For many elders, the humiliation of 
admitting that they may not remember or that they are suffering some impairment or disability is 
a huge obstacle to applying for and taking the exam. Do we want to say to this woman, if she 
should suddenly become disabled, that the public assistance is not for her because she is a legal 
immigrant? That was the situation of one of the plaintifts in the Graham v. Richardson case. 

Do we want to tell a 1 2 year old orphan ttiat she must live on the streets because, as an 
immigrant, she does not qualify fo the program of foster care and adoption assistance under Title 
IV of the Social Security Act. She'd be in a real Catch-22: she wouldn't qualify for help because 
she's a legal immigrant but she can’t naturalize because she is underage. 


Do we really want to say to a legal immigrant woman who has been beaten by her 
husband that she must go to a shelter for battered women and be separated from her children 
because she is not eligible for AFDC, in whatever form it emerges? There are many instances of 
battered women, permanent resident aliens, who. with dieir children, were saved by being on 
AFDC temporarily, and are now productive members of society. 

Do we want to take SSI benefits away from legal immigrants, say a blind seventy-year- 
old man who collects no retirement benefits? Over three-fourths of elderly legal immigrants 
receiving SSI do not receive social security benefits, compared to one-third of elderly native-born 
recipients. We are not going to say to such persons: "Go back to where you came from." 

There are other programs that would not be available to legal permanent residents under 
some of the legislation contemplated that I think you do not wish to eliminate. For example, you 
may have seen a story on Wednesday regarding this year's Westinghouse Science Prize winners, 
a hugely disproportionate number of whom are immigrants or the children of immigrants. The 
story featured one brilliant fifteen-year-old who, if he had finished just out of the running, would 
not be eligible for scholarship help under Title IV of the 1 965 Higher Education Act. What a 
loss to the rest of us! 

Just as we should be clear in our policy against any broad, categorical denial of public 
benefits to legal immigrants, so we should be clear that sponsors are to be held financially 
responsible for the immigrants they bring to this country during the deeming period. 

The Commission on Immigration Reform has made several recommendations as to how 
to do this and is now working on refining them. Benefit eligiblilty is complicated by the many 
legal statuses afforded to individuals within this country. Thus, statutory categories of aliens 
should be specified regarding their eligibility for work and benefits. Such categories must 
include those not authorized to work and not eligible for the benefits we are discussing here. A 
bright line should be drawn between illegal immigrants and those we have admitted to participate 
in our communities and work places as a matter of national public policy. 

In summary, I hope you will not rush into legislation you will almost certainly 
regret — legislation that could amount to a wounding, not just of immigrants, but also of their 
families, communities, and this beautiful nation of ours. 
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Mr. Collins. And thank you, sir. 

Mr. Moore, we will go ahead and take your testimony. We have 
a vote on the floor, but you go ahead. 

STATEMENT OF STEPHEN MOORE, DIRECTOR, FISCAL POLICY 
STUDIES, CATO INSTITUTE 

Mr. Moore. Thank you, Mr. Chairman, for the opportunity to 
testify this afternoon. 

My name is Steve Moore. I am the director of fiscal policy studies 
at the CATO Institute. My position and the position of the CATO 
Institute is that, essentially, we should say yes to immigration as 
a Nation but no to welfare. And for that reason I support the ideas 
that are embedded in the Contract with respect to reducing welfare 
eligibility of immigrants. 

I think that when you look at the kind of voter backlash, for ex- 
ample, that you saw with proposition 187, that backlash was more 
directed at the welfare state than it was at immigrants. 

I would like to make five very quick points about the relationship 
between immigration, welfare and the economy. 

The first point is, and most importantly, we should not lose sight 
of the fact that immigrants are economic assets to this country. Dr. 
Fuchs is absolutely right about this. The impact of more immi- 
grants on American workers is to raise their long-term living 
standards. 

Immigrants do not take jobs from Americans. They do not de- 
press wages or working conditions. Immigrants are not poor, tired, 
huddled masses. If you look at the back of my testimony you will 
see some various charts that show, for example, that immigrants 
have higher per capita income than Americans do, that immi- 
grants — that States, for example, with high levels of immigration 
have lower unemployment than States with low levels of immigra- 
tion. Immigrants are one of the best bargains we have in this coun- 
try. 

Second of all, immigrants pay more in lifetime taxes than they 
use in services right now. That is, if the idea of this provision is 
to reduce the Federal deficit, immigration, as it now exists, reduces 
the deficit because over their lifetime immigrants pay more in 
taxes than they use in services. 

There was a very famous study by Julian Simon done in the sev- 
enties that shows that over their lifetime, immigrants pay $20,000 
more in taxes than they use in services. And the main vehicle for 
why immigrants pay more in taxes over their lifetime than they 
use in services is because of the Social Security system. They are 
a one generation net benefit to the Social Security system because 
when they come in and they are young, they pay into the system, 
but there is no corresponding cohort of elderly parents who they 
are paying into the system for. 

Third, immigrants are not especially welfare abusers. If you look 
at the 1990 census data it is very clear that immigrants and na- 
tives have roughly the same rates of welfare use. For example, in 
1990, immigrants had about a 4.9-percent rate of welfare use. It 
was about 4.2 percent for native-born citizens. 

Here is the interesting thing about the statistic. Again I would 
refer you back to my testimony. If you break this statistic down 
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and you take out the refugees — because we have two types of major 
immigrants who come into this country, refugees and immigrants, 
and our welfare policies are different with respect to refugees and 
immigrants. 

We are much more generous with respect to refugees. If you take 
them out of the picture, you will find this: Immigrants are only half 
as likely to use welfare as are U.S. bom citizens. It is interesting. 
I would say, by the way, that the Republican Contract says nothing 
about refugees where the real welfare problem exists. The welfare 
problem does not exist primarily with immigrants. 

Fourth, I agree with all of the previous speakers that there is a 
very real problem right now with SSI and immigration and it is 
something that I certainly hope that if you cannot deny the whole 
range of welfare benefits to immigrants, at least we look at this one 
program where we are seeing major abuses, which is SSI, and 
make noncitizens ineligible for SSI. 

Fifth, I would say that the idea embedded in the Republican 
Contract, which is to reduce welfare to immigrants, is consistent 
with America’s traditional immigration policy. Dan Stein is correct 
that our traditional policy has been one where we have essentially 
tried to exclude those who would become a public charge. I think 
it has become a breakdown in our immigration policy that that is 
not enforced. 

At one time in our history it was enforced. In the twenties, for 
example, we would deport people if they became a public charge. 
And I think we have to get much stricter in terms of basically say- 
ing we want people to come to this country who want to work and 
because they want to reunify with their family and we want people 
who will become productive citizens. We don't want America to be 
a welfare magnet. I don’t think that is existing, but to the extent 
that we can prohibit it, I think that is a good thing. 

I think there are various kinds of reforms that you might look 
at if you can’t do an outright bar of noncitizens to benefits. First, 
SSI, again, that is one you should specifically eliminate. 

Second, I agree with Dan Stein that we have to start enforcing 
the public charge provision. For example, our foreign consulates 
should start screening more carefully to make sure that people who 
are coming into this country are not physically or mentally dis- 
abled. 

Third, I would agree with the Immigration Commission that we 
should look at expanding the deeming provisions of the sponsor in- 
comes. So that, for example, the sponsor’s income is deemed for not 
just 3 years but 5 years. 

Let me finally sum up my testimony by sa3dng that I’d hope that 
the provisions of the Contract are not meant to be some kind of 
anti-immigrant sentiment. I hope that these are being driven by a 
genuine concern for reducing costs. I truly believe that if we were 
to move toward reducing welfare benefits to immigrants, that this 
would be a way of increasing America’s support for our immigra- 
tion policy and I think that policy would be good for immigrants. 
I think it would be good for taxpayers and I think it would be good 
for America. 

Thank you. 

[The prepared statement and attachments follow:] 
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TESTIMONY OF STCPHEN MOORE 
CATO INSTITUTE 

Thank you for the opportunity to testify before the Human 
Resources Subcommittee on the thorny issue of immigration and 
federal welfare policy. I endorse many of the policy reform 
proposals that would restrict welfare use of immigrants contained 
in the Republican Contract with America and other legislation. 
Restrictions on the use of public assistance is in keeping with 
America's traditional welcoming policies with respect to 
immigrants. My overarching fear, however, is that this policy 
may be driven more by a rising tide of anti -immigrant sentiments 
in Congress, rather than primarily as a carefully constructed 
welfare reform policy aimed at saving money and reducing 
dependency. I hope that I am wrong. 

It is essential that Congress address the issue of 
immigrants and welfare with accurate facts about the public costs 
and benefits of immigrants. Frankly, much of what is generally 
thought to be true about the “costs* of immigration turns out to 
be mostly untrue. There are few issues where the conventional 
wisdom on Capitol Hill, in the media, and among popular opinion 
is so squarely contradicted by solid economic research. 

So to set the record straight, here are some of the 
essential facts about immigration, welfare, and the U.S. economy. 

1) Immigrants are economic assets, not economic burdens. 

The impact of immigration on the American economy is the 
subject of my 1994 book Still an Open Door? (American University 
Press) . Briefly summarized: most immigrants- -in the past and 
today- -make strong net contributions to the American economy. A 
comprehensive analysis of immigration on the nation's economic 
well-being by President Reagan's Council of Economic Advisers in 
1986 concluded that "the net effect of an increase in the labor 
supply due to immigration is to increase the aggregate income of 
the native born population." The U.S. Department of Labor's 
exhaustive 1990 survey on the labor market impact of immigrants 
states: "Immigration increases aggregate income by more than the 
immigrants wages- -regardless of his or her skill level." 

These and other studies suggest that : 

* Immigrants do not displace U.S. workers from jobs (See 
Figure 1) ; 

* In most cases immigrants do not depress wages or working 
conditions of low-skilled American workers; 

* Most immigrants are not "poor, huddled, tired masses." In 
fact immigrants are quite successful in the United States and 
have a per capita income that is slightly higher than that of 
natives. (See Figure 2.) Moreover, immigrants earning rise over 
time, signifying that they are successfully climbing the 
traditional economic ladder of success. 
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There is strong consensus among respected economists that 
immigration is economically beneficial. In 1989 I surveyed the 
past presidents of the American Economic Association, the U.S. 
winners of the Nobel prize in economics, and the past members of 
the President's Council of Economic Advisers for a study 
sponsored by the Hudson Institute. Of the 40 respondents, 80 
percent believed that "immigration has had a 'very positive 
impact' on U.S. economic growth in the twentieth century. None 
of the respondents believed that the impact has been negative. 
Roughly two-thirds of these top economists believed that 
increased immigration would have a "favorable impact on the U.S. 
standard of living." In sum, America's ability to import strong 
minds and strong bodies is one of the nation's most critical 
comparative advantages in today's world economy. 

2) Immigrants pay more in lifetime taxes than they use in 
government services. 


I am in favor of reducing public costs associated with 
immigration. However, one point needs to be made clear. 
Immigrants as a whole already pay more in taxes than they use in 
public services. 

A landmark study by economist Julian Simon at the University 
of Maryland found that the average immigrant pays roughly $20,000 
in taxes over his/her lifetime than he/she collects in government 
services and benefits. A more recent study by Jeffrey Passel and 
Michael Fix of the Urban Institute came to a similar conclusion. 

The major reason that immigrants pay more in taxes than 
they use in services is because immigrants are huge net 
contributors to the most important income transfer program of 
all: Social Security. When immigrants arrive in the United 
States they work and contribute payroll taxes immediately into 
the Social Security system. But unlike American-born workers, 
those payroll taxes are not offset by any Social Security benefit 
payments made to the immigrants' parents--either because the 
parents are not here in the U.S., or because even if they are 
here, they are not eligible for Social Security. Hence, there is 
a one generation windfall to Social Security via immigration. 

(The Social Security actuaries recognize this. When immigration 
rises the actuarial balance of the trust fund rises permanently; 
when immigration falls, the trust fund is permanently further in 
the red.) It turns out that this windfall to the Social Security 
trust fund swamps all other effects on the public fisc. 

Viewed from the standpoint of a public investment, immigrants 
are a very good deal for U.S. taxpayers. 
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3) With respect t-.o welfare services, immigrants are not 
eanacial3v heavy uaerR ■ hut refugees are. 

It is a widespread myth that immigrants abuse welfare. 
According to the 1990 Census, 4.7 percent of the foreign born 
were on public assistcuice, versus 4.2 percent for native-born 
citizens. This isn't a large difference. But more importantly, 
when refugees are excluded from the analysis, an entirely 
different picture emerges into sharp focus. Economic immigrants 
are less likely to collect welfare than natives. This is 
documented in Figure 3. Moreover, recent immigrants (those who 
arrived in the 1980a) of working ages (15-64) are only about half 
as likely to collect welfare as are the native born. 

The data in Figure 3 suggest that welfare use of immigrants 
is predominantly concentrated among two populations: refugees and 
elderly immigrants. Leaving aside for a moment the issue of 
elderly immigrants and SSI, it is noteworthy that none of the 
welfare or immigration reform proposals--including the provisions 
in the Contract with America — are targeted toward the population 
where the welfare problem is most costly and severe: namely, 
refugees. This means that most of the "reform" proposals aimed 
at legal immigrants, will restrict benefits where abuses and 
public sector costs are minimal. 

4 ) SSI is the one major program where benefits to immigrants 
are growing rapidly. 

The Cato Institute has just released a study on the 
widespread abuses taking place within the SSI program. We call 
SSI the "black-hole of the welfare state" because of the massive 
expansion in enrollment, the ever expanding lists of alleged 
"disabilities" for which one can qualify, and the double digit 
inflation in program costs. One of the problems has been the 
very large increase in the number of noncitizens collecting SSI 
benefits. In 1982 there were 127,900 aliens on SSI comprising 
3.3 percent of the total caseload. Today, there are 600,000 
alien SSI recipients, comprising 11 percent of the total--and 25 
percent of aged recipients. Reforms are clearly needed to reduce 
the expanding rolls of SSI. 

5) Congress should begin to pursue a policy based upon the 
principle of "Immigration ves. welfare no." 

How should public policies with respect to immigrants and 
public welfare be reformed? The Republican Contract would deny 
some 60 public assistance benefits to noncitizens. In principle, 
I support this provision. It is the general position of the Cato 
Institute that America should say yes to immigrants, but no to 
welfare. The Contract moves in this direction- -on the second 
front. Unfortunately, the "yes to immigration" is nowhere to be 
found in the Contract. There is no legislation to expand 
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immigration quotas, though several to reduce numbers 
substantially. 

America's goal should be to attract immigrants who come to 
the United States for economic opportunity, family unification, 
and freedom. And predominantly immigrants do come for those 
reasons. Taking away even the potential of a welfare magnet 
would assure that immigrants come for only those reasons. 

Although some object to denying benefits to noncitizens on 
fairness grounds, the "no public welfare benefits" approach is 
consistent with historical U.S. immigration policy. It has been 
a mainstay of U.S. immigration laws that immigrants should not 
receive public benefits. The first immigration statutes of 1882 
America's immigration laws have always had a requirement that 
immigrants not become a "public charge." The 1882 law barred 
immigrants who were "paupers and persons likely to become a 
public charge." In the 1920s more than 10,000 immigrants who 
arrived in the U.S. with serious mental or physical impairments 
were turned back. When immigrants who did gain entry became a 
public charge, they were often deported. 

The "public charge" prohibition remains imbedded in U.S. 
immigration law today, Indeed, the 1990 act states: 

Any alien who, within five years after the date of entry, 

has become a public charge from causes not affirmatively 

shown to have arisen since entry is deportable. 

The problem is one of enforcement. According to the 
Congressional Research Service, the number of aliens deported in 
recent decades has been "negligible." 

In addition to the public charge prohibition, our 
immigration laws contain other policy distinctions between 
immigrants and U.S, citizens with respect to public aid. For 
example, immigrants are not eligible for many forms of public 
assistance for their first three to five years in the U.S. If we 
cannot eliminate welfare entirely--for everyone- -then it seems 
fair-minded and historically consistent to ratchet down the 
welfare state by beginning with noncitizens. 

However, there are several concerns I have with the Contract 
proposal : 

1) Savings are overstated. The CBO uses static analysis in 
generating budget savings estimates. This is a flawed analysis 
because it does not account for the fact that some immigrants who 
now go on welfare, will become citizens primarily to gain 
eligibility; expanding naturalization rates. 
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2) Some services that would be denied immigrants are not 
welfare . Of the 60 services that would be eliminated for 
noncitizens, there are several that ought to be reconsidered. 
These include childhood immunizations, preventive health, and 
education programs. Americans do not consider these programs 
welfare. Another concern is that with services such as 
immunizations, denying benefits may imperil the health of U.S. 
citizens . 

3) Focusing the immigration debate predominantly on 
immigrants may be a distraction from the real welfare problem. 
Immigrants do not have a welfare problem, America does . I worry 
that the focus of the reform effort on immigrants, enables 
politicians to avoid addressing the core issue, which is, 
reducing the negative effects that welfare is having on American 
citizens and society. For excuiple, the disturbing rise in 
illegitimacy and the break-up of the family, problems exacerbated 
by the welfare state, is much more prevalent among the U.S. -born 
population than the foreign bom. (See Figure 4.) 

Finally, there are four specific proposals that are less 
ambitious than the Contract with America policy that might 
command broad bipartisan support if an outright bar on benefits 
cannot be achieved. 

1) Make affidavits of support by immigrant sponsors legally 
binding. 

2) Extend the deeming provision of sponsor's income to the 
eligibility of immigrants to the first five years in the U.S. 
from the current three years. 

3) Enforce the public charge provision in current 
immigration law. 

4) Eliminate immigrant eligibility to SSI, which is the one 
program where alien abuses are common. 

My hope is that to the extent that we can reduce public 
sector costs associated with immigrants we will see a reduced 
restrictionist fervor in Congress and among the public. Our goal 
should be more immigrants at less cost. 
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Figure 1 

Immigration and unemployment 
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Source: Vedder, Galiaway, and Moore, 1994 


■ Immigrants do not lead to higher unemployment rates for U.S. workers, 
largely because they create jobs with their businesses and consumer 
spending. 
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Figure 2 


Income levels, 1989 
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■ Immigrant incomes rise over time. For those entering the U.S. before 
1980, median household income in 1989 was $35,733 and per capita 
income was $19,423. Asian immigrants arriving before 1980 earned 
$45,048 in household income and $23,464 in per capita income in 1989. 
Those from Latin America earned $25,783 and $13,836, respectively. 
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Welfare use, 1989 


Figure 3 
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’Refugees are defined as immigrants from Afghanistan, Albania, Cambodia, Cuba, Ethiopia, Iraq, 
Laos, Poland, Romania, Soviet Union, and Vietnam. 


B Immigrants are more likely than natives to receive welfare, but that is 
due mainly to very high rates of welfare use among refugees and the 
elderly. Non-refugee immigrants of working age are less prone to wel- 
fare than natives. 
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Figure 4 

Female-headed households 
with minor-age children, 
no husband present, 1990 
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Source: 1990 Census 

■ Immigrants are more likely to many and stay married. Sixty percent are 
married, versus 55 percent of natives. Almost 11 percent of natives are 
divorced or separated, compared to 8.3 percent of the foreign-born. 
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Mr. Ford. Mr. Chairman, I know that we are going to vote, but 
I certainly want to get back into the immigration policies of this 
country when we come back and with some of the questions. 

I just want some of the witnesses to give some further thoughts 
as it relates to the immigration policies and as it relates to the 
whole AFDC and the AFDC Programs. 

Mr. Collins. Gentlemen, we appreciate your waiting and we will 
be back in approximately 5 minutes. That is how much time it will 
take to vote. It will take us 10 minutes, according to the Ranking 
Member. Thank you. 

[Recess.] 

Chairman Shaw. We will resume our work. 

Mr. Ford. 

Mr. Ford. Thank you, Mr. Chairman. The current proposals sug- 
gested by Speaker Gingrich send block grant money to the States 
for legal immigrants because States have a constitutional require- 
ment to provide public assistance to these immigrants. 

Are the States going to be left holding the bag? Isn’t this just an- 
other one of these unfunded mandates that we send down to the 
States? 

Mr. Fuchs. It could become that, but I think the constitutional 
challenge will make it inoperative in fairly short order. I think if 
you read Graham v. Richardson carefully, one of the strong objec- 
tions it had, and it hypothesized that even if the Congress granted 
the States to do this, you would have a situation in which some 
States would have much stricter deprivation of benefits for lawful 
permanent resident aliens than others. 

Mr. Ford. But what California, New York, Texas, and others 
that really have 

Mr. Fuchs. If it came into operation, one of the things we looked 
at, you get this terrific differential impact and burden on the 
States. No question, the implication of your question is correct. But 
I think the constitutional problem has got to be looked at very seri- 
ously, even from the block grants business. Read that decision — it 
was a unanimous decision — carefully before running off in that di- 
rection. 

Mr. Ford. Mr. Stein has a brief comment. Go ahead, sir. 

Mr. Stein. Thank you, Mr. Ford. I would comment that I think 
the three issues raised by the block grant scheme are as follows: 
First, if the block grant established that the States — that specifi- 
cally delineate eligibility by alienage in a way that was specific in 
the delegation of the block grant, it would be a constitutional ques- 
tion. It would be litigated, but it is a delegation issue and it is dif- 
ferent than Graham v. Richardson. And it is likely that as long as 
the States were given specific direction — it would be upheld in my 
view. If it gave the States too wide a latitude in second guessing 
which aliens qualified or not, it would probably be struck down. 

The second issue is that the States themselves do not have the 
competency to ascertain alienage classifications because the INS 
doesn’t have the online support capacity to give a service provider 
a quick answer about what kind of alien is sitting there in front 
of him. And there are a huge range of administrative problems 
with that. 
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Mr. Ford. I think that was my next question. Do you agree with 
Speaker Gingrich that we should not harm people who have 
worked and paid their taxes? Speaker Gingrich has suggested block 
grants to States — which are likely to be reduced over time and so 
that the States couldn’t meet their constitutional obligations to 
those very people who have worked hard and paid their taxes. 

Mr. Fuchs. That is the Commission’s view that it would be a 
mistake. Mr. Gingrich’s position, as I have read about it and heard 
it on the radio, is that he has backed away from the Contract. Now, 
if you read the Contract With America in the book, not the legisla- 
tion, you will see language there that really contradicts the legisla- 
tion. 

If you look at that very carefully, it may have been a mistake or 
an error. Maybe what was intended was that noncitizens should 
not receive any benefits, but it doesn’t come out that way. It comes 
out that illegal aliens should not receive any benefits, and persons 
who are here legally should. 

But that may be Mr. Gingrich’s position. You all would know 
much better than I would. But Senator Simpson of course feels 
strongly that way. And that is embodied in his bill, the Commis- 
sion’s recommendation really is reflected in his bill that he has in- 
troduced over on the other side. 

Mr. Ford. Many of our problems have been created because of 
those who have been coached, the middleman or someone who real- 
ly identified — in other countries — who have persuaded these immi- 
grants to come into this country as legal immigrants, rather, and 
that they have been coached in many instances. We have seen tes- 
timony and heard witnesses before Joint Subcommittees on Ways 
and Means and people who have testified in this Congress. 

Is that a big problem? 

Mr. Fuchs. 'The key phrase there is “in many instances.” No, it 
is not t3q)ical at all. But it must happen that people are coached 
and so on. And there are the facts. A fairly high number of people 
do, after the deeming period is over, go on the SSI. And that is not 
surprising. They are eligible to do that. 

Mr. Ford. We expect after 5 years through 1996, should we 
make that permanent, the 5-year deeming? 

Mr. Fuchs. The Commission has not studied it, whether to make 
it permanent, that 5-year period. As to the enforceability of the af- 
fidavits, we believe that the affidavits can be made enforceable and 
that sponsors can take responsibility. There are bonding proce- 
dures, insurance procedures, and other things to be done that have 
not been done, and that is why we recommended that that is the 
way to go because the two alternatives really present some very se- 
rious, bad problems for our national interest. 

Mr. Ford. And our immigration policies have created a lot of 
those problems, wouldn’t you say? 

Mr. Fuchs. Immigration policies? 

Mr. Ford. Immigration policies as it relates to these illegal im- 
migrants. 

Mr. Fuchs. The major problem is the difficulty in enforcing the 
limits and we are getting better at that, and the proposal for much 
more effective workplace enforcement will do it. 
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But you must distinguish between legal immigrants, whom we 
affirmatively admit, overwhelmingly related to citizens in this 
country, and persons who we bring in because of their needed skills 
or other economic assets, distinguish between that group, people 
who make this enormous contribution to the United States — not 
that immigration is free, it is not, but the benefits are very 
strong — and distinguish between that group and illegal aliens. 

Mr. Ford. Well, illegal immigrants are not eligible anyway. 

Mr. Fuchs. That is right. But we don’t even have in our immi- 
gration statute a stipulation as to which kinds of immigrants are 
eligible for what benefits. And we really ought to do that. 

When you say problems created by immigration policy, you have 
to consider there are three major acts that were passed. In 1980 
the Refugee Act; 1986, the IRCA, which was to legalize some 
aliens, but to begin a process of curtailing illegal immigration; and 
then the 1990 act signed by President Bush. 

Now, these resulted from extensive hearings on the part of the 
Congress throughout that period, that 15-year period. Now, maybe 
we have too many immigrants. Maybe the categories are wrong. 
Our Commission is stud3dng that intensely now. 

But it is very clear to us that the overall benefit of legal immi- 
gration adding substantial numbers to this country is there. What 
those numbers ought to be, we should review. But that is not the 
immediate problem, the problem is to clean up the fraud, to enforce 
the limits, and to make sure that immigrants continue, as they 
have in the past, to make this strong contribution to the well-being 
of the country. 

Mr. Moore. Could I inteiject something here? 

Mr. Ford. My time has expired. I am over my time. 

Mr. Fuchs. I am sorry if I didn’t get to your questions. 

Chairman Shaw. Mr. Ensign will inquire. 

Mr. Ensign. Thank you, Mr. Chairman. Mr. Fuchs, let’s say that 
you lived in Chechnya and you were offered the following bargain; 
Come to America, enjoy personal freedom, enjoy an economy that 
has generated 50 million jobs, and in return all we ask is that you 
obey our laws and become a citizen before going on welfare. 

Do you think that bargain would be fair? Do you agree that im- 
migrants are extremely lucky to come to America? 

Mr. Fuchs. The answer to the last question is yes. I think this 
is the most wonderful and glorious coimtry in the world and all of 
us are lucky and privileged to be in this beautiful Nation. But we 
admit immigrants because we want to, or if we don’t, we shouldn’t. 

Now, then the question is the affidavit and the responsibility and 
the deeming period. If after that expires, and if it can be made en- 
forceable, which I believe it can be, if after that expires and you 
become disabled, you are now part of the community, you are now 
going to church in the United States, you are now going to a PTA 
meeting, you are trying to raise your children. 

Mr. Ensign. Excuse me, the question was do you think it is fair 
that we require them to become citizens before 

Mr. Fuchs. It is not fair. It is not realistic unless we make a 
much heavier investment now in our naturalization and education 
for citizenship programs. We even have to revise the present oath, 
which is so anachronistic, it goes back to 1790 and has archaic Ian- 
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guage in it. It is not fair unless we do a much better job of doing 
that. 

I am very procitizenship. I want us to have as much naturaliza- 
tion as possible. It affirms so many good things. But it is not fair 
to say to somebody who is here, and for various reasons, as I dis- 
cussed in my testimony earlier, simply cannot make it or feels in- 
timidated, feels embarrassed, or cannot take that naturalization 
test and pass it, it is not fair to say to them that if the legs are 
cut out from under you, that you are no longer a part of our social 
community and are not entitled — even though you paid taxes, even 
though your children may have volunteered to serve in the Armed 
Forces, that is not fair. 

Mr. Moore. First of all, the bargain is fair and it is historically 
consistent with our immigration policies and the fact of the matter 
is, first of all, if you look back, I mean when the people came on 
the Mayflower, they didn’t find a generous social safety net to fall 
into. 

I disagree on one point, yes, some immigrants may fall on bad 
luck and they may need assistance, but because we don’t give pub- 
lic assistance doesn’t mean they will not get assistance. We have 
family, neighborhood assistance, charities, and to the extent that 
those newcomers who come into this country need some type of as- 
sistance when they fall on hard times, then to say that because we 
don’t have public assistance, they won’t get assistance is wrong. 

Mr. Ensign. Mr. Moore, I think you are making a grave mistake. 
You are assuming that the American people are compassionate peo- 
ple, and I think historically we have proven that we are cold- 
hearted and we don’t care about our fellow neighbors. 

And I think that we have to continue with as much Federal as- 
sistance that we can to the local level because the Federal Govern- 
ment is so compassionate. Bureaucrats really offer a lot of care and 
aid and love and compassion when they come to the local level and 
offer that type of assistance. I think we need to totally rethink how 
we are addressing some of these situations in the future. 

Mr. Moore. With the Refugee Assistance Program — and again it 
is very interesting that all of this discussion is about immigrants 
because the problem with welfare is really refugees. And when you 
look at what has happened with the welfare state and refugees, it 
has ruined, in my opinion, the lives of many of the refugees. 

When we bring refugees into this country, we say welcome to 
America. Here is the AFDC line. Here is the food stamp line. And 
you take people who have taken the initiative, who have fled the 
killing fields in Cambodia or people who have fled Haiti on boats 
and you put them in the welfare state and you sap them of that 
energy. 

I think it does a disservice to them. 

Mr. Ensign. I agree. From what I understand, the Contract 
doesn’t go far enough and we start limiting after 6 years the wel- 
fare payments to refugees; is that in the Contract? 

Chairman Shaw. In the Contract bill, it provides that the bene- 
fits are for 5 years for refugees. 

Mr. Ensign. Five years. OK. Thank you. 

Chairman Shaw. Ms. Dunn will inquire. 
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Ms. DuyN. Thank you, Mr. Chairman. I am sorry we missed 
some of your discussion under questioning. And with the fear that 
I might be repetitive, I would like to ask you a basic question. 

Isn’t it possible — and I address this to any of the three of you 
who wishes to respond — to support a strong immigration, 
proimmigration program without supporting welfare benefits from 
the government to these people who are legal immigrants? 

Mr. Moore. Well, I will start and let the others take that. I 
think that is exactly the position of the CATO Institute. And I 
might say quite frankly, Congresswoman Dunn, that I don’t see 
that in the Republican party right now. 

I see a lot of proposals right now to substantially reduce even 
legal immigration numbers and if our policy is going to be yes to 
immigration and no to welfare, I see the no to welfare, but I don’t 
see the yes to immigration. I would like to see that aspect. 

Mr. Fuchs. Certainly it is possible. The question is, is it desir- 
able? We bring people into this coimtry. If you enforce the deeming 
provision, you can extend the deeming provision, you make those 
affidavits real. The question then is what happens when you get 
people who for — and I tried to list some of the reasons why people 
do not naturalize, and then they run into serious problems through 
no fault of their own and totally unanticipated, because that is not 
what public charge is. You public charge imder the law when you 
become an economic liability through things that could have been 
foreseen. 

But immigrants who are not excludable under the public charge 
exclusion do run into unforseen problems, whether it is a disability, 
becoming blind, whatever it is, and then to say because you are 
here as a legal immigrant, even though you pay taxes, even though 
you get drafted, even though you contribute economically, even 
though you joined the PTA, we say to you, you are outside of — and 
I am not talking about the virtues of welfare or how you ought to 
revamp the whole system, but you are outside of the safety net that 
we provide to all people who are participating members of our so- 
cial community. 

You are not yet in the pohtical community. You are not part of 
the civic community. You can’t vote, you can’t run for office. And 
that’s OK to say, but it is not OK to say we know you are here 
because you have children here or parents here or brothers and sis- 
ters here who are U.S. citizens and through no fault of your own 
you have run into this terrible calamity, but go back home or be- 
come a citizen. 

You say that to a 71-year-old bUnd person who has English lan- 
guage deficiencies and you are not doing what is the heart of Amer- 
ica. It is not a question of foolish bleeding-heart compassion. It is 
a question of speaking the ideals, the character, the strength of our 
society. I don’t think you want to abandon that. 

Mr. Stein. May I say that we have to recognize that we are in 
the situation where we are today and why we are having this hear- 
ing is simply because first, courts rendered the public charge provi- 
sion as a basis for deportation unenforceable between 1945 and 
1965. 

And then we started the Great Society entitlement structure 
which altered dramatically the financial implications of immigra- 
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tion for the rest of us, taxpayers and citizens. And then the court 
struck down the sponsorship pledge as a meaningful and enforce- 
able document. 

We put in place an immigration law in 1965 that overwhelmingly 
gives preference to family relations so that if an immigrant comes, 
not only can he or she bring spouse and minor children, but even- 
tually parents and married brothers and sisters who bring their 
spouses and the brothers and sisters petition for their brother, that 
is your uncle. 

And over time you are deskilling the flow and new immigrant 
communities are assimilating into welfare as the elderly parent 
comes over, as the representative from AEI mentioned, strategi- 
cally fully aware of the fact that when the deeming period is over, 
they are going to have stripped the elderly parents of all of his or 
her assets and put that person on SSI, not because they think they 
are taking advantage of the system, but because they believe, they 
have been told that these benefits are available and that you have 
a family obligation to bring that money into the family. And they 
are doing what they think is the right thing to do for their family. 

But the availability of these entitlements and the lack of any 
sanctions to discourage the immigrants from the entitlements and 
plus the deskilling of the flow, are adding up to increasing partici- 
pation on welfare in the immigrant flow and that is why you are 
seeing the SSI rates escalating among the immigrant component. 
And there is a lot of fraud. 

Chairman Shaw. I am curious what part of the citizenship 
pledge do you consider should be done away with? 

Mr. Fuchs. Nothing substantively, but the language, it has “ab- 
jure,” “high princes and potentates.” We ought to clean it up and 
have a very strong affirmative statement about what it means to 
become an American, what the ideals of freedom are. 

It is just something that was drafted in 1790, and it is not a 
major issue. The present Commissioner of the INS has a program 
to look into it and to attempt to get it brought up to date and re- 
vised. It is a distracting aside for me to have introduced it. That 
is not the issue. That is not why people feel disincentives and so 
forth. I want to make it as strong as possible to get as many people 
naturalized as possible, and anything we can do to that end would 
be a good thing. 

Chairman Shaw. I think we all agree with that. I just wanted 
to clear that up. I was wondering if there was something objection- 
able. 

Mr. Fuchs. It starts out, “I abjure high princes and potentates” 
and we have had people come and say what does this mean? What 
am I saying? 

Chairman Shaw. I would like to also point out something too, 
and I have heard you make reference to it at least two times in 
your testimony, one in your principal testimony and the other in 
answer to a question. 

When somebody is somewhat retarded or elderly, there are ways 
that they can become citizens without taking a test. I know that 
one of our Members made reference to a young adult who had 
Down’s sjmdrome who could never pass the test. That can be han- 
dled and the law does provide that there are waivers. 
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Mr. Fuchs. You are right, Mr. Chairman. It depends unfortu- 
nately, as so many of these necessarily do, on administrative dis- 
cretion. And you will find great variation in practices throughout 
the country. Some district directors make it extremely difficult, un- 
friendly, and others are marvelous and they really work at this. 

Some of the cases that I talked about, the case of the paralyzed 
veteran, he was drafted to serve in Vietnam, a Cuban-American, 
from Florida, he is the head of the chapter of paralyzed veterans. 
Pedro de Armas is his name. He went down to the INS; it was an 
unfriendly environment. He could not get his wheelchair in the 
door. He felt turned away. 

I know you don’t want to do that. Nobody wants to do that. But 
these things do happen. There is another person, a tremendous 
person who got denied naturalization who was qualified in every 
way. These things do happen. And all I am saying is that we have 
to think through what we don’t want to do as Americans. 

I mean all of us are so proud of our ability to bring in newcomers 
who are here legally, not illegally, to bring them into our society 
and make them a part of our Nation and the contributions they 
make and we want to be careful not to be inconsistent with that 
overall approach. 

Chairman Shaw. I want to correct the record too. When Mr. En- 
sign asked me a question with regard to the refugees and at what 
point do we cap off the assistance, and I said 5 years and the an- 
swer is 6 years. You were correct, and I was incorrect. 

Mr. Stein. 

Mr. Stein. One quick point. Two important things about the pro- 
vision of H.R. 4 that just need to be stated. One is that you are 
explicitly stating that illegal aliens are not eligible for a number of 
Federal programs. That is important to do because over the years 
a number of courts have said that if Congress does not explicitly 
disqualify undocumented aliens, they can be construed as eligible. 

The second area where you are closing a loophole is this huge 
catch basin called “permanently residing under color of law” which 
includes virtually every category of alien who is in some way or an- 
other in contact with the government, waiting or pending adjudica- 
tion. 

If you enter illegally and then you file a petition to suspend de- 
portation or you are on parole or you are released waiting fair 
hearing, all of these categories, as the adjudications process of the 
immigration service has broken down, are swelling the ranks of 
these welfare rolls. And your bill, as it is drafted here, cuts off that 
huge growing category which in and of itself is an incentive to 
come here illegally. 

Chairman Shaw. I think people who have expressed opinion con- 
trary to the Republican bill as to what to do about legal aliens, 
they always come up with arguments such as they are taxpayers 
and what rights they are entitled to. They do not try to view the 
situation from where the government sits as to who do we have a 
responsibility to, and where we are looking to cut down and to take 
benefits away from American citizens. The question remains in my 
mind and where I am coming from, and I think the people who 
support this position, is what is our responsibility to the Nation to 
those who come to our shores before they become citizens? 
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Are there any special privileges for citizens? There are. The right 
to vote. We don’t let noncitizens vote in this country. It could be 
argued if you wanted to say from their standpoint since they are 
paying taxes and working hard and doing all of those things, 
should they be able to vote? My answer is no. We don’t have an 
obligation to allow them to vote until they become citizens. 

Nor do I think we have an obligation to pay certain benefits, non- 
emergency benefits to them before they attain citizenship. But 
there are two sides to that story, and I am sure we have not heard 
the end of either side and we will be talking about it during this 
debate. 

I thank you all. 

Mr. Ford. Mr. Chairman, just one quick question. Under H.R. 4, 
what is your estimate of the number of immigrants that would be 
taken from the SSI rolls and the AFDC rolls? What is the cost sav- 
ings and how many would become ineligible? 

Mr. Stein. Under the language now? I understand it is a grand- 
father clause so unless I am misreading it, I assume that everyone 
who is currently qualified would stay on. 

Mr. Ford. I don’t think it is grandfathered. They are cut off after 
1 year, so there would be a number that can be ineligible. 

Mr. Stein. Without knowing who is eligible to naturalize, it is 
impossible to tell you, sir. 

Mr. Ford. GAO estimated that it would be $9.2 billion, and I 
think it was indicated about 5 million some odd thousand SSI re- 
cipients and 300,000 AFDC recipients. 

Mr. Moore. I think that estimate is overstated. Partly because, 
and I was talking actually to one of the people at CBO who put 
some of those numbers together and she assures me that there is 
some degree of d3Tiamic scoring. If you look at how many are 
noncitizens receiving now, you are not going to get how much you 
are going to save. And it is my opinion that will substantially re- 
duce the — that will substantially reduce the amount of savings you 
will get. 

This is not an argument against doing it, but we have been try- 
ing to make this case for the last 10 years to do dynamic scoring, 
and here is a case where you are probably overstating your savings 
by doing more of a static analysis. 

Mr. Ford. So you don’t agree with the study that GAO has re- 
ported to CBO? 

Mr. Moore. I think that those numbers are overstated. 

Chairman Shaw. Thank you. And thank you each for being with 
us today and making up a very fine panel. 

We will now proceed to the final panel, and I thank the final 
panel for sticking with us through the day. 

We have Dr. Sally Satel, assistant professor of psychiatry at Yale 
University. She is currently a visiting professor at the University 
of Pennsylvania in Philadelphia. 

She is joined hy Dr. Herbert Kleber, executive vice president and 
medical director of the center on addiction and substance abuse at 
Columbia University in New York City. Welcome to both of you, 
and Dr. Satel if you would proceed. We have both of your written 
testimony which will be made part of the record. 
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STATEMENT OF SALLY L. SATEL, M.D., ASSISTANT PROFESSOR 

OF PSYCHIATRY, YALE UNIVERSITY; AND VISITING PROFES- 
SOR, UNIVERSITY OF PENNSYLVANIA, PHILADELPHIA, 

PENNSYLVANIA 

Dr. Satel. Thank you for inviting me to address you on the issue 
of Supplemental Security Income payments to addicts and alcohol- 
ics. I am an assistant professor of psychiatry at Yale University 
School of Medicine where my major cHnical responsibility was in 
treating addicted persons. This year I am visiting professor at the 
University of Pennsylvania, and last year I was Robert Wood John- 
son health policy fellow in Senator Nancy Kassebaum’s office. 

I would like to make two points today. The first is that DA&A 
should be abolished. It works badly and it hurts the recipients it 
is supposed to help. 

And second, once discontinued, the funds from DA&A must be 
used for addictions treatment. In a moment I will present evidence 
showing that the treatment of hardcore addicts and alcoholics is in 
the best economic interest of society, but first I want to tell you 
briefly why I am so convinced this program has been a failure. 

It is a destructive program and I say this based on the patients 
that I have treated. Most of my patients who have received SSI 
have used it to fuel their habits. These are not isolated incidences. 
I have had patients who were progressing in treatment but once 
their payments began, they dropped out. And also I have had pa- 
tients who were actively looking for jobs and abandoned that job 
search once their first check came through. 

In addition to undermining my patients’ progress, DA&A appears 
itself to be unworkable as an entitlement. It is too easy to qualify 
for, and I will get back to that in a moment, it is difficult and ex- 
pensive to monitor, there is no guarantee that there will be treat- 
ment available to move addicts from their disabled state to a func- 
tional one, and many of them want to, I do believe that. And, it 
entrenches the disability that it means to alleviate. 

Let me repeat, number one, it is easy to qualify. When you think 
about it, there are really three requirements for income in this pro- 
gram. You must be addicted, you must be poor, and you must be 
unemployed. That describes 25 to 50 percent of the homeless popu- 
lation — the percentage estimated to be substance abusers. 

It also describes tens if not himdreds of thousands of the 2.7 mil- 
lion hardcore addicts and alcoholics that the Office of Drug Control 
Policy estimates exist today. Also, the logic of DA&A strikes me as 
flawed. It assumes that people just happen to be poor and addicted, 
and some of them are, to be sure, but often people are poor because 
they are addicted. So to make them productive citizens or to at 
least interrupt the cycle of drug dependence, they should be getting 
treatment. I don’t quite see where welfare comes into this equation. 

For these reasons, I suggest dismantling DA&A and reinvesting 
the money realized from that in treatment. Perhaps block granting, 
that might be one way to approach it. Does this mean that I believe 
that treatment works? I certainly know treatment can help people 
achieve abstinence, but we are talking about a group of hardcore 
addicts here, and I don’t think it makes that much sense to talk 
in terms of cure. Relapse is very common in this group. Everyone 



483 


knows that. So a cure is unlikely. But the point then becomes is 
treatment worth it, and the answer to that is yes. 

It has been shown over and over again that addicts who are cur- 
rently in treatment, who have been in treatment and who go into 
and out of treatment cost taxpayers less than addicts who do not. 
These savings come from treatment-induced reductions in preda- 
tory crime, property crime, admissions to hospitals for near drug 
overdoses, also from productivity loss and social welfare costs and 
of course criminal justice costs. Those all go down with treatment. 

And this is key: Even if the person relapses to substance abuse 
and resumes problematic behavior, the magnitude of that setback — 
perhaps due to rearrest, job loss or hospitalization — the cost of that 
setback is still less than the cost associated with that individual 
prior to treatment. 

If he goes back into treatment and relapses a second time, the 
costs associated with that relapse are less than the previous one, 
and so on and so on to the point where 10, 12, 20 years out, you 
see a pattern which shows that the economic burden imposed on 
society prior to their first treatment is significantly reduced years 
later and that treatment itself has mediated that reduction. 

How much does the treatment cost? That is a very important 
question. The studies that have been done show that there is 
a l-to-2 or l-to-7 ratio. For every $1 invested in treatment, $2 are 
realized and in some cases $7. For every $10,000 saved per year 
per treated addict, $1,360 were spent on that individual in a recent 
study of California’s public treatment system. 

In closing, I understand the attraction for some Members of the 
Committee of closing out the program and deploying the money 
elsewhere. I realize that some constituents may not see this group 
of addicts and alcoholics with much sympathy. Nevertheless I be- 
lieve it to be extremely unwise to dismiss them. 

They should be taken off welfare. I believe that. But in its place, 
they must be treated. For example, the average recipient rep- 
resents in this program between $7,000 and $8,000. That is when 
you consider how much they get in disability payments, what the 
supplemental payment is, and the costs that go into monitoring 
each patient plus Medicaid. If that money could be dedicated to 
treatment, we could provide quality treatment for addicts and 
domiciliary care for those end-stage alcoholics who will probably 
never recover. 

Finally, I would like to say that society really is the major finan- 
cial stakeholder in the behavior of alcoholics and addicts and aban- 
doning this program and reinvesting that money into treatment 
will give those stakeholders a solid return. 

Thank you very much. 

[The prepared statement follows:] 



484 


TESTIMONY OF SALLY L. SATEL, M.D. 

YALE UNIVERSITY 

Thank you for inviting me to -address you on the issue of 
Supplemental Security Income payments to addicts and 
alcoholics. I am an assistant professor at the Yale 
University School of Medicine (on leave 1903-95); my major 
clinical activities have involved treating patients addicted 
to diAigs and alcohol. 

As a clinician, working with patients who received SSI 
payments lor addiction, I observed that the DA8<A (Drag Abuse 
and Alcoholism) Program, though well intended, undermined 
patientc rehabilitative progress. Many of my pc^ticnts used 
the benefits to finance their habits. Others dropped out of 
treatment or abandoned job' searches when the first check came 
through . 

I wish to make 3 points today: 

1. The DAS-A program should be abolished; it often hurts the 
very population it intends to help. 

2. Funds that once supported it must be used for 
addictions treatment because treatment saves money in 
criminal justice costs, medical care and lost productivity 

3 No ncv7 funds are needed: existing DAScA funds should be 
transferred to the states to expand existing public 
treatment . 


The following argument emphasizes the economic 
justification for addictions treatment. V/hilc ethi.cal and 
humane considerations play an important role in the decision 
to provide care, I have set them aside for the purpose of 
today’s discussioh- 

Please keep in mind, also, that there may bo a high 
percontago (40-60^) of individuals inappropriately enrolled in 
DA&A. Those are persons who abuse drugs or alcohol but suffer 
a primary, pro-existing severe mental illness, such as 
schizophrenia. Those individuals belong under another 
disability category - that of mental disorder - and their 
benefits, although they should be supervised, must' not be 
terminated 

DISCONTINUE DA&A 

Addicts don't need money, they need treatment. Benefit 
payments can fuel habits and undermine compliance with cost- 
saving treatment - if a guaranteed income plus medicaid stops 
when recipients get better, what motive exists to leave the 

rolls? 

When it was created, DA£*A was supposed to function as a 
' treatment scholarship' to support addicted people while they 
wciit to tre^itment, started on the path to 'recovery', searched 
for p.-iying ;ob and bccairip employed. In the real ..'orld, however. 
It ha.s opcr.nted much differently. Indeed, nccording to t]io 
Dt.'par tuieiit nt Health and Human Services (HHS), DAAA v^ris .largely 
ijTisMccr .s.rf a ! in moving people from addiction ’ d.isa b i .1 .i t y ' to 
tuncticnal status The report, by the Inspector General of 1{HS 
(released in November, 1994), found that less than il; of a 
cohort of 20.000 recipients who were on..rollcd in .1990 resumed 
work or v/crc do.signated recovered by 1994. 
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First, current SSI eligibility requirements for addiction 
disability are loose and easy to circumvent. In my experience; 
it is often difficult to determine vhether a substance abusing 
per.son is truly unable to work; in a one-time evaluation 
doctor:? must rc.ct heavily on the claimant's self-report 

Second, almost any impoverished substance abuser can 
qualify under SSI DA&A criteria. Surprisingly, an applicant 
doesn't even need to present evidence of prior treatment. Thus, 
a claimant who never even attempted to get help, can still be 
designated 'disabled' . 

Three, the costs and complexity of a surveillance 
bureaucracy ace growing. 

Fourth, the centerpiece of the program - treatment - is 
not always available. Residential treatment, in particular, is 
scarce and it is this modality that' hard core addicts generally 
require for a minimum of a few months. 

In sum> DA^A fails all the tests of a workable disability 
entitlement: it is easy to qualify for, difficult and expensive 
to monitor, unable to guarantee rehabilitation and often 
entraps the 'disabled' individuals it means to liberate from 
the oppression of addiction. 

NATIONAL DISTHIDUTION OF ENROLLEES SKEWED 

California has way under ono-third of the nation's 
substance abusers, yet 32.6-% of all DAS<A recipients as of 
February 1994 resided there. Illinois is the second largest 
recipient state with 16.65lh New York State has A . 1% of 
recipients; Texas and Florida are not in the top 6. even 
though they have large addict populations. Given the relative 
proportion of addicted persons across the country, the current 
skewed distribution of DA&A recipients suggests a locality- 
based mechanism for enrollment; as other states begin to adopt 
that mechanism, the rolls will undoubtedly increase further. 

CllOULD AbDICTS DE ENTITLED TO CASH BENEFITS? 

Inevitably, the question of whether substance abusers 
should be entitled to cash benefits is raised. It is important 
to rocognirc that there are thousands of additional addicts 
and alcoholics who are eligible for SSI's DA&A program, only 
they haven't yet been formally assisted in applying for the 
boiK; I. .L t n , For exampi.-,25 - 50^ of the nation'^ homeless 
persons abuse substances. Also, 2.7 million hard core addicts 
exist today, certainly a sizable percentage of them are 
eligible insofar as they are also poor and unemployed. 
Presumably, many of these folks are realizing this as the 
rolls have taken off and arc predicted to double by the year 
2000; they have already quadrupled since 1990, 

Active hard core addicts and alcoholics have difficulty 
working. This i.'^ true. They are caught in a consuming cycle 
of intoxication and withdrawal and the substances themselves 
further impair cognition and impulse control. But the best 
way to interrupt this cycle is not with welfare payments but 
with detoxification and treatment. 
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INVEST IN TREATMENT: SOCIETY WILL BENEFIT 

Study alter study shows that predatory crime, lost 
productivity and other financial burdens that fall on the 
shoulders of. law-abiding citizens and on society arc 
diminished substantially when addicted persons are treated. 

Not only that, the money saved in this way exceeds the cost of 
thorr treatment, often by a great margin 

Refer to reference H 5 for details bearing on the 
' sociooconomic' justification for addictions treatment for hard 
core addicts. Discussion, of the costs of addiction appear in. 
references cited in bibliography.. 


IS TREATMENT WORTH IT? 

Yes. It is worth it. Not because it necessarily yields 
conventional therapeutic success - if anything, relapse is 
common among hard core users and patterns of exit and re-entry 
into treatment are typical - but because addicts who remain in 
the orbit of a treatment system cost tax payers less than 
addicts who do not. This point is absolutely critical in 
justifying a transfer of DA&A funds to provide treatment. To be 
sure, there are also benefits to the individual: less personal 
drug use, better health, a greater potential for employment, 
loss family disruption. 

Evidence consistently shows chat treatment, once initiated, 
produces improvements in a variety of outcome dimensions, 
including substance abuse, criminality, drug dealing, addiction- 
related medical costs (HIV, tuberculosis, car accidents, 
addicted newborns, etc), refuge from the legitimate economy, and 
others of concern to society. The cost of treating an 
individual is ’made back' many times over. By comparison, the 
cost of incarceration of non-violcnt addicts is muc!^ harder to 
recoup; the cost of doing nothing is the most expensive course 
of inact ion . 


"i'r ea tment ■' itself is not a single entity but a variety 
of a])proacheo: 

- for opiate (heroin) abusers, this is an 
outpatient modality. Patients receive methadone daily and 
counuel.ing This form of treatment works well when patients are 
engaged for several years. 

T'JjcWs-jpcii; tj c cTL?r 2 ///{/nj tJc;s .Jnd - highly 

structured, residential (non-hospital) programs chat generally 
last 9-12 months. 

Oaep^-j non-jjjecJj.^dojjc^ pi'og-jr.SM)s - Programs usually offer 

1-2 visits/week, ’day programs' offer up to 3-4 hrs/day 
Clinic visits can last months, even a few years, 'day programs' 
usually last between 8-16 weeks 

Each of these treatments is cost-bencf icia 1 to society 
dc.spitc the clinical reality that hard core addictr; usually 
relapse and re-enter treatment several times over Addiction 
is a chronic -and relapsing condition and addicted people 
generally don’t turn around after a single treatment exposure. 
But even when persons are between treatment episodes, the 
benefits of prior exposure to treatment endure and accumulate 
over time. 

For example, consider patients on methadone maintenance. 
Methadone is considered a long-term treatment and many patients 
relapse when they discontinue it. And when this happens the 
costs associated with criminality and lost productivity do 
indeed resume, but they rarely attain the same level of 
intensity as prior to initiating methadone 
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It is this blunting of addiction-related costs even in 
people who have dropped out, that slowly amasses in additive 
fashion across treatment episodes until, years later, 
problematic behavior of patients in a seemingly untreatablc 
group is significantly reduced. Thus, while the largest gains 
are seen. while in active treatment, improvement in public 
health (decline in HIV transmission, sexually transmitted 
disease, hepatitis, drug resistant tuberculosis) and public 
safety (crime, accidents) and productivity is still discernible 
years after treatment has terminated. 

SOME DYNAMICS OF REDDCING ADDICTION-RELATED COSTS 

How much do these savings 'cost' the government in terms 
of paying for treatment? According to TOPS (Treatment Outcome 
Prospective Study, ref. #5), one of the most ambitious, 
federally funded studies of treatment effectiveness ever 
conducted, the benefits were at least as large as the cost of 
providing treatment and so that post treatment gains, derived 
from different treatment modalities, were "virtually an 
economic bonus" (p 161). That is, the treatment paid for 
itself . 

TOPS researchers studied nearly 12,000 patients entering 
41 different treatment ptograms during 1979 through 1981 and 
followed them for 5 years (see ref. ff 1) 

Rutgers University researchers (ref. ^^5) reviewed and 
synthesized all major studies of treatment effectiveness and 
cost-benefit. In their words : "Addictions treatment appears to 
deliver benefits at least as great in dollar value as the 
resources consumed to provide the treatment. Cost-benefit 
ratios are typically considerably higher than the break-even 
point of 1.0 and range much, much higher depending on the study 
and the level of analysis." (8-4) 

The benefits they cite are many. To the individual, more 
orderly and productive lives, better rates of earning and ease 
of advancement; lower out of pocket expenses for the purchase 
of alcohol and drugs. To society, decreased transmission of 
infectious diseases^ lower use oC social welfare services, much 
reduced demand on the criminal and family court and greatly 
reduced cost to law-abiding cici.;;ens stemming from the use of 
heroin, cocaine. 

Savings from the treatment of alcohol seem to favor 
health care costs while the benefits of treating drug abusers 
are expressed more in reduction of criminal costs. The crucial 
message, though, irrespective of the specific substance abused, 
is that ratios of $4 - $7 saved for each $1 spent on treatment 
are almost universally observed. 

The socioeconomic evidence just presented underscores the 
rationale for di.smantling DA&A and shifting the money into 
public treatment. Not only is treatment badly lacking - there 
are about 100,000 persons on waiting lists for public treatment 
at any given time), but increasing the number of addicts in 
treatment slots will drive down addiction-related financial 
burdens. Because these oconorhic benefits of treatment rarely 
begin to accrue before 3 months of treatment and often not 
until 6 to 12 months, the longer an addict stays in treatment, 
the less he costs society. 

END DA^A and TRANSFER FUNDS TO THE STATES 

Let me say that I understand the attraction to some 
members of the Committee of closing out the program and 
shifting the money elsewhere. I realize that many of your 
constituents may not view addicts and alcoholics with much 
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sympathy, thinking, perhaps, that they have “no one to blame 
but t herase Ives " . 


Nonetheless, I believe it vould be exccemely unwise to 
disregard them. Yes, they should be taken off welfare - income 
maintenance will not break the cycle of drug dependence -but 
in its place they must receive treatment A cure' may not 
result from a single treatment episode, but $ millioiis will 
still be saved in averted addic t ion-rela t ed costs. 


The 1595 DA&A expenditure will be a little over half a $ 
billion, (including the benefits of $4 50 00 to 90,000 recipients 
(the current enrollment) plus annual monitoring costs of $600 
per person). After reclassification and removal from DA&A of 
per sons ■ wi t h a primary diagnosis of severe mental illness 
(c g.. s chizophrenia , manic depressive illness, ina^jor 

illness . the remaining funds should be directed to the states 
for treatment of its addicted population. 


The average recipient represents roughly $7000-8000 /year 
in DA$A benefit and monitoring costs including state 
supplements of up to $2000 per year. This can purcha-se, 
depending upon the state. 3-6 months in a residential program 
followed by 6-9 months in a drug-free sheltered living program 
with outpatient treatment. 


The details of a tranafer mechanism would need to be 
developed, but the justification for at seems clear. f^ocicCy is 
easily the magor financial stakeholder in the behavior of 
addicts and alcoholics. Abandoning this dysfunctional program 
of SSI payments to addicts and alcoholics and 'reinvesting' its 
funds in treatment will produce significant savings for law 
abiding citizens and society through decreases in costs 
associated with public health, safety and criminal justice. 
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Chairman Shaw. We are going to have to recess, another vote 
has been called for approximately 15 minutes. I hope you both can 
stay with us because what you have to say is very important to us. 
We will stand in recess for 15 minutes while Members go to vote. 

[Recess.] 

Chairman Shaw. Dr. Kleber if you will proceed. 

STATEMENT OF HERBERT D. KLEBER, M.D., EXECUTIVE VICE 

PRESIDENT AND MEDICAL DIRECTOR, CENTER ON 

ADDICTION AND SUBSTANCE ABUSE, COLUMBIA 

UNIVERSITY, NEW YORK, NEW YORK 

Dr. Kleber. Thank you and the Members of the Subcommittee 
for inviting me to address you on the issue of Supplemental Secu- 
rity Income payments to drug addicts and alcoholics. 

I have been in the field of treatment, research, and policy aspects 
of substance abuse for over 30 years, most of it at Yale University 
as professor of psychiatry and founder of the substance abuse treat- 
ment unit there where we had about 1,000 patients a day in treat- 
ment at any time. 

In 1989 I was appointed by President Bush and confirmed by the 
Senate as the Deputy Director of the Office of National Drug Con- 
trol Policy under Director Bennett. I served there for 2V2 years and 
then left in November 1991, and currently now hold two positions, 
executive vice president of the Center on Addiction and Substance 
Abuse, a bipartisan policy center that Joe Califano, the Secretary 
of HEW imder President Carter, and I founded in 1992, and as pro- 
fessor of psychiatry at Columbia and director of the division on 
substance abuse there. 

The toll that substance abuse involves for our society is well into 
the hundreds of billion of dollars a year. It affects every aspect of 
our daily life, health care, crime, welfare, economic competitive- 
ness, and is the fastest growing segment of HIV and tuberculosis. 

As my colleague Mr. Califano pointed out in his recent book, 
“Radical Surgery,” we are going to have a hard time reforming our 
health care system without dealing with addiction and substance 
abuse. Practically every study carried out comes to a similar con- 
clusion. Every dollar invested in treatment generates between $3 
and $7 of savings elsewhere in our health and criminal justice sys- 
tem. 

What I would like to focus on in my testimony today is if your 
Committee saves money by reducing or eliminating benefits for ad- 
dicts, those savings need to be spent on treatment. I will focus on 
the following four points; One, if the savings are invested in treat- 
ment, they will then generate future savings. If not, cutting out 
this program will eventually cost the government more money. 

Two, the funds should not simply be put into the current block 
grant, but should be sent to the States where the need is greatest. 

Three, there is a need for accountability to ensure that any new 
funds that go into the States for treatment do not simply supplant 
existing State dollars for treatment. 

And four, some of the savings should be invested in research to 
improve treatment outcome. 

As far as the first point about why we need to put some of these 
savings in treatment, our current public treatment system is woe- 
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fully underfunded for what it has to accomplish. The Office of Na- 
tional Drug Control Policy estimates that the current treatment 
system can handle at best 1.4 million drug addicts a year, while 
the need is at least for 2.5 to 3 million a year. 

If we expanded treatment by $300 million, it would yield treat- 
ment for between 100,000 and 150,000 patients a year, depending 
upon the mix of outpatient and residential treatment approaches. 

Given that the population in question might be the harder, more 
difficult cases, and that more intensive and longer residential treat- 
ment may therefore be needed, the lower figure of 100,000 may be 
the more realistic one. If all of these needed 6 to 12 months of resi- 
dential treatment, probably only 50,000 or so could be treated. 

It is important to expand treatment both because it is humane 
and because it is a very practical thing to do. Unfortunately, fund- 
ing for treatment in this country has been a bipartisan failure. The 
Republican President, under whom I had the privilege to serve, did 
not ask for adequate funds for treatment, and the Democratic Con- 
gress gave us substantially less than what we had asked for. In my 
last year there they gave us one-third of what we asked for. 

Both ordinary citizens and policymakers believe that addicts are 
not worthy of public tax dollars for their treatment since they 
brought the condition on themselves, ignoring that the same can be 
said for many other medical conditions for whom we do not deny 
individuals coverage such as a smoker who develops cancer of the 
lung or a heart attack, or the diabetic whose lack of exercise or 
poor diet leads to the exacerbation of his diabetes. It is also true 
that although there are clearly volitional aspects in becoming an 
addict, once one has the disorder, there are significant changes 
that occur in the brain, making relapse likely and increasing the 
difficulty of staying off. 

I would also like to stress that a number of studies have shown 
that involuntary treatment works about as well as voluntary treat- 
ment. If SSA had over these years been requiring addicts to be on 
treatment, you would find fewer of them on their rolls. If one looks 
at the current system, it flies in the face of everything we know 
about the treatment of the disorder of addiction. 

Addicts are not required to be in treatment for a minimum pe- 
riod of time before being found to be disabled. There is a failure 
to require treatment after you get the award, and a failure to mon- 
itor the representative payee system. The fact that even 1 percent 
of addicts get off and recover may be a tribute to the addict rather 
than to the system, and by the way I apologize, in my typed copy 
it said 10 percent. That was a typo. It should have said 1 percent. 

How should these treatment funds be used? Originally in my pre- 
pared testimony I said that they should be sent back to the States 
in proportion to the number of people that they had in the SSI, 
DA&A population. 

It has been brought to my attention that such a distribution sim- 
ply rewards certain kinds of initiatives which may not have been 
the intent. California, for example, has one-third of those payments 
and clearly doesn’t have one-third of the addicts. New York, which 
has at least as many if not more than California, only has 4 per- 
cent of the addicts. Texas and Florida are not even in the top six. 
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So instead of doing it by the cvirrent percentage, what I would 
suggest to the Subcommittee is that you utilize a program that we 
tried to have enacted by Congress called the Capacity Expansion 
Program where the money would go to States where the need is 
greatest. States would demonstrate they have waiting lists, they 
have a need, and they would get a proportionate share of the 
money. I do not propose putting the money into the current block 
grant. There are too many set-asides. The money doesn’t also go 
where it is needed and I think that would be a major mistake. 

There is a need for accountability. Many of our States have sig- 
nificant financial problems and if the new treatment money is sent 
to the States without adequate accountability, there is a distinct 
likelihood that instead of expanding treatment, the new funds will 
be used to supplant existing State dollars. 

Finally, it is important that some of those funds be used as an 
investment in research. Our treatment doesn’t work all the time. 
In fact far from it. A report issued this week by the Institute of 
Medicine recommended that we need much more in the way of ef- 
fective medications to treat these difficult disorders. 

Congress has authorized $95 million for the Medication Develop- 
ment Division at the National Institute on Drug Abuse, but has 
only appropriated $40 million. I would strongly urge that some of 
the realized savings be put into that program. 

In addition, the research arm of the Office of National Drug Con- 
trol Policy is funding a number of innovative programs, including 
research on trying to develop a cocaine vaccine, and I think re- 
search money could be well spent there. 

It is not good for our long-term national health that considering 
AIDS, cancer and heart disease, and the amount of money put into 
research for those conditions, only an amount equal to 15 percent 
of their research dollars goes for substance abuse research, and yet 
substance abuse is one of the leading causes of all of those three 
conditions. 

In conclusion, there is no one treatment for addiction. We need 
a variety of approaches. There are major treatment shortfalls. For 
example, we have 115,000 methadone slots for 750,000 to 1.0 mil- 
lion heroin addicts. We have less than 12,000 long-term residential 
therapeutic community beds in the whole United States for all her- 
oin and cocaine addicts. 

We especially need to expand the therapeutic community modal- 
ity because if we are targeting the SSI group of patients, many of 
them need that kind of long-term residential program. Treatment 
needs to remedy the social, educational, and vocational deficits that 
prevent these individuals from leading reasonably productive, posi- 
tive, and drug-free lives. 

It is important to note that this group of patients frustrates you. 
They frustrate your constituents. They frustrate the treatment and 
research community, but it is also important to remember they are 
our relatives and neighbors. And if we don’t treat them, they will 
do more harm to themselves and to our Federal and local budgets 
than any money that we would save. 

Thank you. 

[The prepared statement follows:] 
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TESTIMONY OF HERBERT D. KLEBER, M.D. 

COLUMBIA UNIVERSITY, NEW YORK CITY 

Mr. Chairman, members of the subcommittee, thank you for inviting me 
to address you on the issue of supplemental security income payment to drug 
addicts and alcoholics. I have been in the field of treatment, research and 
policy aspects of substance abuse for over thirty years. Much of that time was 
spent at Yale University as Professor of Psychiatry and the Founder and 
Director of the Substance Abuse Treatment Unit at Yale and The APT 
Foundation. The Unit when 1 left in 1969 had over a thousand patients in 
treatment for alcoholism and drug addiction at any one time, and, as well, was 
carrying out extensive research to try and develop new treatment methods for 
these patients. 

In 1 989 I had the privilege to be appointed by President George Bush and 
confirmed by the Senate August 1 as the Deputy Director for Demand 
Reduction for the Office of National Control Policy under its first director, 
William Bennett. 1 served until November 1st, 1 991 and then left for New York 
City and currently hold two positions. I am Executive Vice President and 
Medical Director of the Center on Addiction and Substance Abuse (CASA) at 
Columbia University, a policy center founded by Joseph Califano, Jr., formerly 
Secretary of Health, Education and Welfare under President Carter, and myself, 
and, in addition, am Professor of Psychiatry at Columbia University and Director 
of a newly created Division on Substance Abuse at Columbia and the New York 
State Psychiatric Institute. 

At CASA we are engaged in policy research on all aspects of substance 
abuse. Most recently, we were funded by the federal government to carry out 
an evaluation of the effectiveness of our national treatment system. The study 
will look at approximately two hundred programs and two thousand patients 
who will be followed over a period of one year. In addition, I am co-editor of 
the recently issued Textbook on Substance Abuse Treatment published by the 
American Psychiatric Association Press. 

The toll substance abuse takes on our society is well into the hundreds 
of billions of dollars and affects every aspect of our daily life. It affects our 
health care system, crime, welfare, our economic competitiveness, and is the 
fastest growing segment of both the AIDS epidemic and the increase in 
tuberculosis. The problems brought about by substance abuse have been 
persuasively laid out in a book recently published by my colleague, Mr. Califano, 
entitled "Radical Surgery," which especially emphasizes that it will be hard to 
adequately reform our health care system until we do something about the 
treatment and prevention of substance abuse. 

Since the previous speaker has elaborated on various studies that have 
been carried out on the effectiveness of treatment and the cost savings that 
treatment brings about, I shall not belabor the point. Needless to say, 
practically every study carried out comes to a similar conclusion: every dollar 
invested in treatment generates between $3 and $7 of savings elsewhere in our 
health and criminal justice systems. I would like to focus today on how, if your 
committee saves money by reducing or eliminating benefits for addicts, the 
savings could be usefully spent on treatment. I will focus on the four following 
points: (1) If the savings are invested in treatment they will then generate 
future savings; (2) the funds should not simply be put into the current Block 
grant, but should be sent to states in approximate proportion to the SSI addicts 
in their state; (3) there is a need for accountability to ensure that new funds do 
not simply supplant existing state dollars for treatment; (4) some of the savings 
should be invested in research to improve treatment outcome. 
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Savinas Realized Should Be Invaatad in Treatment 

Our current public treatment system Is woefully under-funded for the task 
it has to accomplish. The Office of National Drug Control Policy estimates that 
the current treatment system can handle 1 .4 million drug addicts a year, while 
the need is at least to treat 2.5 to 3 million. Expanding treatment by $300 
million would yield treatment for between 100,000 and 150,000 patients 
depending upon the mix of outpatient and residential treatment approaches. 
Given that the population in question might be the harder more difficult cases, 
and the more intensive and longer residential treatment may therefore be 
needed, the lower figure may be the more realistic one. It is important to 
expand treatment because it is the humane thing to do and Americans are 
basically a humane people; and a very practical thing to do and Americans are 
a practical people. As noted, study after study estimate that a dollar invested 
in treatment generates savings of $3 to $7 elsewhere in the system. Funding 
for treatment has been a bipartisan failure. The Republican president under 
whom I had the honor to serve did not ask for adequate funds for treatment 
and the Democratic controlled Congress gave us substantially less than we 
requested. The reasons for this are not hard to come by: no one ever lost an 
election for being perceived as soft on treatment; many individjjals, both 
ordinary citizens and policy makers believe that addicts are not worthy of public 
tax dollars for their treatment since they brought the condition on themselves; 
and, finally, there is the belief that treatment is largely ineffective. The last 
point has been addressed by the previous speaker and in regard to the second 
point, I should point out that, although it is certainly true that addicts played a 
major role in the development of their disorder, the same can be said for a 
number of other medical conditions for which we do not deny individuals 
coverage for treatment. The smoker who develops cancer of the lung or a 
heart attack, the diabetic whose lack of exercise and increased use of refined 
carbohydrates leads to an exacerbation of his diabetes, the hypertensive patient 
who fails to take his hypertensive medication, are all treated very differently by 
the medical and political system than the addict, and yet their contribution to 
their disorder may be equally as great. It is also true that, although there are 
clearly important volitional aspects in becoming an addict, once one has the 
disorder there appears to be significant changes that occur in the brain, making 
relapse likely and increasing the difficulty of staying off. 

I should finally like to make an important point about treatment that 
usually gets overlooked. Involuntary treatment has been shown in a number of 
studies over the past twenty years to be about as effective as voluntary 
treatment. If the Social Security Administration had over these years been 
requiring addicts on their rolls to be in treatment, we would see fewer 
individuals on the rolls now than there currently are, rather than the large 
increase over the past few years. In fact, part of the problem of eliminating the 
current SSI funding totally for these patients is that one loses an important way 
of coercing treatment. 

If one looks at the current system it indeed flies in the face of much of 
what we know about the nature of the disorder of addiction. First, addicts are 
not required to be in treatment for a minimum period of time before being found 
to be disabled. If one has not had a significant exposure to treatment, whether 
voluntary or involuntary, it is hard to know how severe the disability is. Once 
having received the disability award, there has been a failure to require 
treatment. There has been a failure to monitor the representative payee so that 
individuals don't simply receive the money to be used for drugs and alcohol. 
And, finally, the addict is punished for recovering by losing his/her disability 
payment. It is extraordinary that under these circumstances 1 0 per cent of the 
patients actually do recover and get off the SSI rolls. That is a remarkably high 
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number considering all the obstacles and roadblocks the system puts in the way 
of recovery by "enabling" in the truest sense. We need to be careful, though, 
that we do not punish these patients for the sins of the Social Security 
Administration. 

New Treatment Funds Should Not Simply Be Put Into the Block Grant. But 

Should Be Sent to States in Approximate Proportion to Their Percentage of SSI 

Addicts 

The Block Grant has been an excellent mechanism for making sure that 
every state in the country had a minimum level of treatment services for its 
addict population. It has accomplished a great deal of good and if money were 
not as tight as it is today, I would have no trouble suggesting that any new 
funds should go into the Block Grant. However, with money so tight and with 
a number of states having major shortages of treatment compared to other 
states, we can only afford to spend the money in the most targeted approach 
possible. This will also circumvent the problem that the various set-asides in 
the Block Grant decrease the amount of money available to be directed at the 
hard core addict, in many ways the focus of the SSI program. Thus, I advocate 
sending the money to the States in proportion to their percentage of SSI addict 
and alcoholic recipients and without any set-asides. These new funds States 
receive would then need to be concentrated on the hardcore addict and 
alcoholic, with individuals dropped from SSI rolls having first priority for any 
new treatment. States should engage in outreach activities towards such 
patients. 

The Need for Accountability 

Many of our states have significant financial problems. If the new 
treatment money is sent to the states without adequate accountability, there 
is a distinct likelihood that Instead of expanding treatment, the new funds 
would be used to supplant existing state dollars. This would frustrate the will 
of Congress and fail to accomplish the longer term objective of the Committee. 
The addicts would remain a scourge to themselves as well as to their families 
and communities. 

Invest Some of the Savings in Research 

Although treatment works, it does not work as well or as often as we 
would like. The Institute of Medicine released a report this week entitled "The 
Development of Medications for the Treatment of Opiate and Cocaine 
Addictions.” A strong case Is made in that report about the need for more 
effective medications to improve our treatment record. The report points out 
that although Congress has authorized $95 million for the Medication 
Development Division at the National Institute on Drug Abuse, it has only 
appropriated $40 million. I would strongly urge the Committee to consider 
putting some of the savings into this Medication Development Program so that 
treatment can become even more effective. There are also promising 
behavioral approaches that new funds could be spent on that could improve our 
treatment efficacy. It is shortsighted for a country to not adequately fund its 
research and development aspects. As Joe Califano pointed out in his book 
"Radical Surgery,” research in substance abuse receives only about 1 5 per cent 
of the money spent for research into AIDS, cancer and heart disease, and yet 
is a leading cause of these problems. 
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Conclusion 

There is no one treatment for addiction. A variety of approaches are 
needed, ranging from the self-help fellowships of AA and NA, outpatient 
counseling programs, methadone maintenance programs, and the residential 
therapeutic communities such as Phoenix House and Daytop, among other 
modalities. While no one treatment modality can treat all addicts or alcoholics, 
taken together treatment can accomplish a significant amount. However, as 
an example of the treatment shortfall, we only have approximately 1 10,000 
methadone slots for up to 1 million heroin addicts and less than 12,000 
residential treatment beds in the United States for all heroin and cocaine 
addicts. We need to expand both but especially need to expand this latter 
modality for the SSI patients, many of whom will need the long-term residential 
habilitation approach that these programs can provide. Treatment often needs 
to remedy the social, educational and vocational deficits that prevent these 
individuals from leading reasonably productive, positive and drug-free lives after 
treatment. It may also be necessary to remember that since our current 
treatment methods are not 1 00 per cent effective, some funds may be needed 
for long-term domiciliary care with minimal treatment for those individuals who 
have tried and failed our more intensive approaches. 

I should like to close by noting that, although this group of patients 
frustrates you, frustrates your constituents, frustrates the treatment and 
research community, it is very important to remember that they are also our 
sons and daughters and brothers and sisters and indeed parents. While the 
current program that you are planning to cut is seriously flawed, it is important 
that any savings realized be used for more effective approaches toward these 
individuals. Otherwise I would urge you to instead keep the program and 
improve it rather than close it. 
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Chairman Shaw. Mr. Ford. 

Mr. Ford. Thank you, Mr. Chairman. I would like to thank the 
witnesses who have testified. Let me see if I can follow your sce- 
nario. What about the Medicaid benefits of these drug addicts and 
alcoholics who are receiving SSI, is it helpful to drug treatment in 
rehabilitation programs? 

Dr. Kleber. Absolutely, yes. 

Mr. Ford. The two of you have suggested that we would block 
grant it and send those funds into the States for treatment in pre- 
ventive measures and for the DA&As. 

That would mean that in many cases, if not all, that they could 
very well lose their Medicaid benefits if they were not receiving 
these SSI benefits. 

Would that have an impact on the treatment and preventive 
measures of DA&As? 

Dr. Kleber. I would recommend that you permit individuals cur- 
rently on the rolls to retain their Medicaid benefits for a time- 
limited period, let’s say, up to 3 years. I think that that could han- 
dle the current recipients. 

My hope is that by then we would have actually expanded treat- 
ment, and I think it is very important to annualize those savings. 
It is not good enough to simply do it on a one-shot basis and then 
not give any more or cut it back the next year. If we continue the 
treatment funding, then I think a lot of the need for Medicaid for 
these patients will no longer be there. 

Mr. Ford. Let me say, I don’t think we ought to be giving bene- 
fits to people who will be using those benefits for the purposes of 
buying drugs and alcohol. I am totally opposed to that. But I am 
trying to follow what the two of you have testified on. 

Are many of these SSI recipients that we are talking about, af- 
flicted with disabilities other than these drug and alcohol prob- 
lems? 

Dr. Satel. Yes, they do. I have seen estimates as high as 60 per- 
cent. That means that, independent of the addiction, these people 
would qualify for SSI based on another disability, one that isn’t 
necessarily alcohol induced. 

It may be a mental disorder, a serious mental disorder like schiz- 
ophrenia or some other kind of physical problem. So in that case, 
our comments wouldn’t apply. These are people who would qualify 
anyway if they are currently in the DA&A Program and will prob- 
ably be reclassified. 

Mr. Ford. Some suggest that about 50 percent of these SSI re- 
cipients would have other disabilities that would qualify for SSI, 
like drug addiction or alcohol problems, but because of the other 
disabilities that they might have. 

Dr. Satel. They would qualify, but it is important to recognize 
that most disabilities are worsened by a comorbid addiction. 

Mr. Ford. I am not making that argument. I understand. What 
about Senator Cohen, you worked in Senator — I think it was 

Dr. Satel. I worked with Senator Kassebaum. 

Mr. Ford. Senator Cohen sponsored an amendment limiting the 
time that these addicts could receive SSI, which I think was 3 
years. He also said right after the passage of that amendment, “Oh, 
gee, looks like I made a mistake without requiring them to have 
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some type of treatment and some type of, I guess, supervised treat- 
ment and all.” It might have been a mistake him offering that 
amendment to cut it off after 3 years. You worked on the Senate 
side. 

Can you respond to Senator Cohen’s — or do you agree with Sen- 
ator Cohen’s statement after he passed his amendment? 

Dr. Satel. I applaud what Senator Cohen did last year. 

Mr. Ford. What about his statement after he passed the legisla- 
tion. And he indicated let me see, I want to quote him correctly, 
but I think — go on and respond to the first part. 

Dr. Satel. Sir? 

Mr. Ford. He reversed himself and said that he thought we had 
gone too far by cutting off individuals after 36 months whether or 
not they had received treatment. 

Dr. Satel. What I think he might have been referring to was 
that he wanted the 3-year clock to start when treatment became 
available and a person entered care. 

Mr. Ford. He reversed himself — a bill came out of the Con- 
ference Committee, Senator Cohen reversed himself and said he 
thought he had gone too far by cutting off individuals after 36 
months. I am not in disagreement with the 36 months or the time 
limit that we are talking about. 

You worked on the Senate side, and I am just trying to get your 
response, since you have had that opportunity to be a fellow on the 
Senate side, and use your expertise over there. 

Dr. Satel. My response to what Senator Cohen did last year 
would be to say that he essentially introduced this topic. I think 
he made major gains with two important features of the Cohen 
amendment. One was to get the money directly out of the hands 
of the recipients and then to tiy to ensure that they enter treat- 
ment and comply with it. 

At that time, in my opinion, the political climate was receptive 
for scaling back on a disability entitlement for addicts and alcohol- 
ics. 

I think now there is greater receptivity to abolishing this benefit 
outright and to investing in treatment. 

One of the provisions in the Cohen amendment was that people 
who had secondary — in other words, had addiction and a primary 
disability, that these people would not be subject to a cutoff but 
they would be required to be in treatment and have a payee. That 
didn’t make its way into the final bill but I think that is an impor- 
tant — 

Mr. Ford. You like that concept of a payee when we have seen 
that liquor store owners and drughouses might be the payee in 
many of these cases where you have these addicts of drug and alco- 
hol? 

Dr. Satel. I am talking about another primary disorder, which 
would qualify them independent of addiction and so they would be 
getting the money an3rway. These are people with a primary dis- 
order, let’s say schizophrenia, and they are also an alcoholic. Right 
now they get their money with no protections if they qualify under 
another physical or mental disability. 

Mr. Ford. In most of the patients that you have treated there 
at the university, have they been fairly young people? 
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Dr. Satel. I work mainly with drug addicts and they tended to 
be youngerthan alcoholics at the VA where I worked. 

Mr. Ford. The drug addicts, are they the least treatable? 

Dr. Satel. Are they mostly treatable? 

Mr. Ford. Less treatable. 

Dr. Satel. They are the group I described; the hardcore individ- 
uals. You do see relapses. Some patients have a treatment career 
and they do well for periods of time, they may relapse, reenter 
treatment, and do well for a period of time, perhaps relapse again. 

Over time the social cost imposed on society does decrease. As I 
mentioned, treatment accelerates this decline, and it also steepens 
the slope of that decline in terms of social cost. 

Mr. Ford. This is my final question. If we block grant these 
funds to the States, don’t we run some danger with the States allo- 
cating the resources to areas that we might not be able to really 
bring back that younger generation that might be able to be saved 
versus the hardcore drug addicts that will have these relapses over 
and over? 

Dr. Kleber. We face a dilemma. Either this program is going to 
have to markedly expand or it is going to have to shrink. We have 
2 million cocaine addicts. We have close to three-quarters of a mil- 
lion to a million heroin addicts, and somewhere between 15 and 
I 8 V 2 million alcoholics and problem drinkers. 

I don’t know what percentage of them 

Mr. Ford. All in America? 

Dr. Kleber. I am sorry. 

Mr. Ford. All in America? 

Dr. Kleber. Yes. I don’t know what percentage of them would 
qualify for SSI in terms of the work requirements and the disabil- 
ity. My guess is that under the way it is being applied, probably 
a substantial number eventually might qualify. 

And I believe that if you think 90,000 to 100,000 on SSI is a lot, 
you might find the number substantially in the millions. So we 
need to figure out a better way to address this population than the 
current program. 

Now, in response to yocu' last question, are all of them treatable, 
absolutely not. I wish they were. Om- current state of knowledge 
does not make it possible to treat all addicts or all alcoholics. 

I would say that under the best of circumstances, with good 
treatment, we are still going to be left with an irreducible core of 
at least 20 to 30 percent of these individuals who don’t respond to 
intensive treatment. 

I think what we do with those individuals is you invest in low- 
cost domiciliary kinds of arrangements that at least provides them 
some protection. Any government money for treatment goes into 
the domiciliary rather than going to the individual themselves to 
be spent directly for their drug abuse. 

Mr. Ford. Mr. Chairman, please just bear with me for a final 
question. Where do they live? Probably we are not able to treat 
them. Where do they live? Are they in some type of institutional 
type care, or 

Dr. Kleber. You are talking about currently? 
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Mr. Ford. Currently. Where would they live? The ones most like- 
ly not being able to find treatment, or least likely to be treated to 
cure their disease. Where do they live? Where is their shelter? 

Dr. Kleber. That depends very much on whether our current 
legal system continues to permit addicts and the mentally ill to die. 
What we find is many of the homeless in the streets of New York 
have mental disorders and substance abuse disorders and in the 
past would have gotten 

Mr. Ford. Who houses them? Are they institutionally housed, or 
what? 

Dr. Kleber. Some are. Some hve in single-occupant hotel hous- 
ing. Some live in these kind of domiciliary arrangements. There is 
a whole variety. Some choose and have the legal right to choose to 
be on the streets. 

Mr. Ford. Thank you, Mr. Chairman. 

Chairman Archer. Thank you. 

Ms. Dunn, you can inquire. We are not enforcing the clock since 
there are only three of us here. 

Ms. Dunn. I am sorry I missed your testimony. Dr. Kleber, and 
I feel at a disadvantage not knowing what was asked of you before. 
Let me give you my basic problem with this whole thing. 

I talk to citizens in my district all the time, and every now and 
then the appalled question comes to me: We have just learned that 
alcoholics and drug addicts have been declared disabled and are 
able to claim a large amount of cash each month under SSI. 

Can you please help me? How I am going to answer this ques- 
tion? 

I did hear Dr. Satel’s testimony that it was more cost effective 
to be handling them that way. I guess what I would like you to do 
is just bring all your thoughts together so that I could either come 
up with a justification or if I could come up with some sort of way 
we could improve this situation. 

These are folks who work hard to make a living and they simply 
feel that to qualify such people as disabled is ludicrous. I mean, 
this is the kind of question I face. 

Dr. Kleber. What I argued in my testimony was that money 
should not be spent on direct cash payments to the individuals 
under the SSI DA&A, but instead should go to the States where 
it is most needed and provide treatment and long-term domiciliary 
care for these individuals rather than direct cash payments to 
them. 

So I don’t think I have a quarrel with many of your constituents. 
I am not going to defend that, because I think that it is hard to 
defend, and I heheve, as I said a few minutes ago, if we continue 
it the way it is, we will think that 100,000 is a very small number 
of individuals on the rolls. We will look back to 100,000 with nos- 
talgia just like earher we looked back to the 17,000 in 1989. 

Dr. Satel. I agree completely. As I mentioned in my testimony, 
I think the program should be abolished. Money should go into 
treatment. 

I think the whole philosophy of considering addiction a disability 
gives these patients the message that they are disabled, when in 
fact the message we have to give them is that you can — at least 
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you can try with help to become functional. And that is through 
treatment. 

So I would agree and I share the surprise of your constituents. 
I was surprised when I first heard about this program. 

Ms. Dunn. It really is shocking, especially for people in the rural 
areas of my constituency who don’t have an extra dime, that they 
are expected to be pa3dng hard-earned tax dollars for such pro- 
grams. 

I am glad to hear your testimony. I really appreciate it. I will 
read it with interest. 

Thank you, Mr. Chairman. 

Chairman Akcher. Thank you, Ms. Dunn. 

I would like to ask both the witnesses, what is the percentage 
of success that you are getting? I know it is disappointingly low in 
all areas of drug treatment. 

Dr. Kleber, what percentage are you seeing across the country? 

Dr. Kleber. Unfortunately treatment success depends to a great 
extent on the resources that you bring to it. 

Chairman Archer. Let’s start with nonresidential treatment. 

Dr. Kleber. It isn’t just the modality; it is the person entering 
that modality. So that if you treat a lawyer, a business executive 
who is a cocaine addict, in my experience one should have 75 to 
80 percent success. 

If you treat a blue collar worker on the line who has some family 
support, vocational skills, success rates of between 40 and 60 per- 
cent have been generated. 

Chairman Archer. The population that we are talking about, 
the person receiving SSI. 

Dr. Kleber. If you are looking at the SSI population, probably 
the most optimistic that I have seen, for example, in the program 
that Dr. McClellan runs at Pennsylvania, the VA, for inner-city 
crack addicts, he is getting 40 percent success. 

Chairman Archer. In nonresidential treatments? 

Dr. Kleber. This is day. They come in 5 days a week, 6 hours 
a day, and with that kind of intensive treatment over a period of 
months he is getting 40 percent abstinence. 

Chairman Archer. And they return to their neighborhood? 

Dr. Kleber. They are living in their neighborhood. They are out- 
patients. They are living in their neighborhood while they are un- 
dergoing treatments. 

Cocaine is a more difficult problem to treat right now than her- 
oin. And I don’t know the percentage of individuals on SSI who are 
there for heroin versus cocaine. Well-run methadone programs 
should be able to treat successfully anywhere from 40 to 80 percent 
of these individuals. 

We have a variety of modalities there. Therapeutic communities, 
80 percent of the people who graduate do not return to drug abuse. 
Unfortunately, only about 30 percent graduate. So we are talking 
about 25 percent. 

But what you are talking about is a single treatment episode. 
Gradually you chip away, chip away, chip away, so that you may 
only get 25 percent successfully treated the first year. The next 
year you begin to chip away at that 75 percent. The following year 
you continue. So at the end of 5 years you have made substantial 
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progress and you are at where I said earlier, that about 25 to 30 
percent of the individuals are still the chronic recidivist that people 
think of as the alcoholic or the addict. 

Chairman Archer. What is the cost of that population, the SSI 
population receiving treatment? What is the total cost of treatment 
and the duration of treatment? 

Dr. Kleber. Are you talking about in the United States or just 
for the SSI population? 

Chairman Archer. The SSI population. Approximately. 

Dr. Kleber. Well, if they were all in treatment, that is, if there 
are 100,000 individuals, and they are all in treatment, and there 
is a mix, that is, some were in outpatient, some were in residential 
treatment, outpatient treatment could cost as little as $3,000 a 
year. Residential treatment costs somewhere between $12,000 and 
$20,000 a year. 

So depending on the mix of programs that you have, you might 
average around $6,000 or so per year for that individual. But hope- 
fully each year they don’t need to stay as long in the residential 
program. Each year more and more of them get successfully treat- 
ed. 

Even if they don’t — for example, the Rand study found that $1 
invested in treatment was worth anywhere between $7 and $20 in- 
vested in law enforcement kind of activities, even assuming only a 
13-percent success rate at the end of 1 year. So even with very low 
assumptions about success rates, you can still generate consider- 
able savings. 

Chairman Archer. Your figiu*es are much more optimistic than 
what I have heard in the past. 

Dr. Satel, would you like to comment on any of those comments? 

Dr. Satel. It is also important to keep in mind the window of 
assessment when you examine these studies. 

I just want you to keep that in mind. That may be why you have 
heard some less encoiu-aging reports, because perhaps 12 months 
later, the 40 percent who seem to have done well at 6 months may 
have dwindled to 30 percent. 

Chairman Archer. Were you involved in the Philadelphia pro- 
gram? — I know you are a professor at Yale. 

Dr. Satel. Yes, I am a visiting professor there. 

Dr. Kleber. Although that 40 percent may have dwindled to 30 
percent, you have also begun to successfully treat the 60 percent 
that you have failed with the first year. So it is a d3mamic kind 
of situation. 

Dr. Satel. I was just going to add, that is a good point, because 
those 60 percent now have an attachment, a familiarity with the 
treatment system, and that makes it much easier for them to reen- 
ter when they start getting into difficulty next time. This way, they 
don’t have to descend so far down into the spiral of deterioration. 

Chairman Archer. Dr. Kleber, you heard Dr. Satel speak of the 
fact that she notices that the dropout rate in drug treatment in- 
creases when tile SSI check starts. I don’t recall you testifying to 
that in your testimony. Do you have any comments on that or expe- 
rience with that? 

Dr. Kleber. Addicts are no different than the rest of the popu- 
lation, only more so. Without being frivolous, I could probably ask 
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people in the audience, when was the last time they gave up some- 
thing pleasiirable. You have drugs being pleasurable and you now 
have a guaranteed income being pleasurable. That is putting a 
heavy burden on these individuals that the reward for giving up 
the drugs, which many of them find pleasiu-able, is to lose your 
guaranteed income. 

I would submit that is something that in the treatment field we 
find works against us. It is the problem with the VA system, where 
if you come into the hospital, your disability payments increase. 
There is an incentive to be disabled. And that makes it very hard 
to at times get people to remain outpatient and to continue to do 
well. 

When you put disincentives in front of individuals who may be 
marginal at best, that is, who may never be able to make much 
more than someone above the poverty line, and then you say they 
can have that much without working, that is a real disincentive to 
give it up. 

Chairman Archer. Thank you. Thanks to both of you 

Mr. Ford. Mr. Chairman, just one more thing. What about on 
the medical side? Would that be true if we would turn this money 
over to the States to block grant it, would you medical professional 
people continue to treat them because the money will continue to 
flow? 

Everybody has habits. It doesn’t have to be addicts. What about 
you professionals? 

Dr. Kleber. I don’t know that I understand the question. 

Mr. Ford. Would you do the same thing, receiving all these dol- 
lars in the block grant program for treatment, would you continue 
to treat them and never let them get well because the money is 
flowing in? 

Chairman Archer. I hope the gentleman isn’t suggesting they 
are going to run out of addicts. 

Mr. Ford. I am not suggesting. He was indicating addicts are 
going to continue their habit. They are not going to remove them- 
selves from the SSI Program. 

Now, if they are suggesting that we block grant the program, 
what about the professionals? Are you all going to let the money 
just continue to come, continue to treat those patients over and 
over, never let them get well? 

Dr. Kleber. I think you need accountability, both at the State 
level and at the treatment level. There is no question in my mind 
that you have programs out there that are not doing as good as 
they should. 

Let’s just take methadone for one example which has probably 
been the best studied. A recent study showed that looking at six 
programs, the best program, 90 percent of the people are no longer 
using illicit drugs after 2 years. And in the poor program, only 40 
percent. 

One of the things we advocated when I was at ONDCP was that 
programs be monitored by the States and that programs that did 
not do an adequate job of treating their patients be given technical 
assistance, and if they did not get their performance up to the bet- 
ter programs, that the funds would be taken away and given to 
other programs. 
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So I share your concern that there may be providers in programs 
that do less than optimal work. And I think they need to be mon- 
itored too. 

Chairman Archer. Thank you. 

I don’t recall the witnesses using the word block grant. I don’t 
think that was within their testimony. I did recall Dr. Satel saying 
that the moneys could be better spent, instead of giving it to the 
recipient in the form of SSI, it could be used for treatment, and to 
put the people in treatment programs. That is the testimony that 
I heard. I don’t recall any 

Dr. Kleber. I did not. 

Chairman Archer [continuing]. Either one of you referring to 
the question of block grants. 

Dr. Kleber. I did not want the money to go back to the States 
in the form of block grants because then States with a need not as 
great would continue to get funds where States with the greatest 
need don’t get adequate money. So I want a means test for States. 
That is what the Capacity Expansion Program is all about. The 
States that need it most would get it. 

Chairman Archer. This area is going to be extremely com- 
plicated. It is one that we are going to have to be working on in 
cooperation with some of the other committees, particularly if we 
are going to transfer money from one area into another. 

But I do think there is very strong sentiment on this Committee, 
and I certainly feel this way, that we have got to do something 
about the moneys that are being paid out to addicts. It is abso- 
lutely ridiculous Jind it makes no sense to pay people to retain their 
habits and continue to break the law as they do today. 

That will conclude todays hearing. We almost made 3. I appre- 
ciate particuleu’ly this last panel sticking it out with us through the 
afternoon. 

We will convene at 12 noon in this room on Monday for a con- 
tinuation of our hearings. 

[Whereupon, at 3:05 p.m., the hearing was adjourned, to recon- 
vene at 12 noon, Monday, January 30, 1995.] 




WELFARE REFORM 


MONDAY, JANUARY 30, 1995 

House of Representatives, 

Committee on Ways and Means, 
Subcommittee on Human Resources, 

Washington, DC. 

The Subcommittee met, pursuant to call, at 12:15 p.m., in room 
1100, Longworth House Office Building, Hon. E. Clay Shaw, Jr. 
(Chairman of the Subcommittee) presiding. 

Chairman Shaw. We will bring the hearing to order and the 
opening statement by the majority side will be given by Mr. Eng- 
lish of Pennsylvania. 

Mr. English. Thank you, Mr. Chairman. This morning I would 
hke to welcome our witnesses and guests to today’s hearing, the 
fifth in our series of hearings on welfare reform. Today we will 
hear from a long hst of Members and public witnesses, including 
Florida Governor Lawton Chiles, two U.S. Senators, 37 Members of 
the U.S. House and 1 State representative. We will also hear from 
a very distinguished panel of religious leaders. 

Interest in welfare reform has been so great that the Subcommit- 
tee has added another day, as I understand it, this coming Thurs- 
day, Februaiy 2, to accommodate the many requests to testify that 
we have received. Five Members of Congress and 71 public wit- 
nesses are currently scheduled to appear before the Subcommittee 
on Thursday’s hearing, which I would note will begin at 9 a.m. in 
room B-318 of the Rayburn House Office Building. 

We are excited by the tremendous interest in welfare reform. 
There is an enormous amount of work to be done and no single 
group or committee can have all the answers. We face an enormous 
challenge in fashioning a mainstream welfare reform proposal that 
addresses the acknowledged systemic problems with many existing 
welfare programs. 

That is why we are delighted to hear from so many different 
voices as we develop the details of our legislation. Hopefully we can 
all agree on our common goal, that is, to create a welfare system 
that rewards work, reduces illegitimacy, and helps families get out 
of poverty. 

Without further delay, Mr. Chairman, I would like to turn this 
back to you to introduce the panel. 

Chairman Shaw. Before I do so, I would like to recognize Mr. 
Gibbons for an opening statement. 

Mr. Gibbons. Thank you, Mr. Shaw. I regret that Mr. Ford can- 
not be here today, and I am not substituting for him. I eun an ex- 
officio Member of your Committee, as you perhaps know. 

( 505 ) 
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This is a very important subject. We are talking mainly about 
what we do about children, because four-fifths of all the people on 
welfare are children, and we are talking about what we do about 
work, because work is broadly seen as an antidote, a cure to the 
problem of welfare and dependency. 

We are talking about what shoidd be done to enforce parental re- 
sponsibility to the child, mainly by scofTlaw or runaway dads, about 
establishing paternity, about discouraging out-of-wedlock births. 
These are all not only high profile financial issues, but they are ex- 
tremely high profile social issues. 

I think, Mr. Chairman, we are blessed today to have the Gov- 
ernor of Florida lead off the public witness list. I have known him 
for almost 50 years. He is a humanitarian. He is a no nonsense 
public official. He has had experience at the State level, then here 
at the Federal level where he had served for 18 years, I think, as 
a U.S. Senator and as Chairman of the Senate Budget Committee, 
and he has had a distinguished career as Governor of Florida. 

Florida, as you and I know, Mr. Shaw, is the third or fourth larg- 
est State in the Union with unique problems because of growth and 
unique problems because we have a higher cyclical rate of change 
and status of such factors as welfare, and so I personally want to 
welcome you. Governor Chiles. I am sure Congressman Shaw 
wants to welcome you too, and we look forward to a very productive 
hearing today. 

“Chairman Shaw. Thank you, Mr. Gibbons. It is with a great deal 
of pleasure that I introduce the first panelist today. I don’t go back 
with Lawton Chiles quite 50 years, but I remember first hearing 
of him as this legislator who seemed to think he could be elected 
to the Senate by walking the State of Florida without much money. 
That was such a unique idea that I think that it brought a lot of 
attention to an underfunded campaign. I might say underfunded in 
dollars perhaps, very generous in enthusiasm, and one which led 
to a long successful career in the U.S. Senate. 

During the time that I have known Lawton and worked with him 
as both mayor of the city of Fort Lauderdale and then later as a 
new Member of the House of Representatives, I have always found 
him to be very open, nonpartisan in nature and working hard on 
the problems within the State of Florida. He was a real team play- 
er. Now I know him as a Governor who as one of the more progres- 
sive Governors, has led the way in welfare reform, giving waivers 
and setting an example, an experiment in Florida, which I am sure 
he will share with us today. 

So with that, welcome to the Committee, Governor, and take as 
much time as you so desire. 

STATEMENT OF HON. LAWTON CHILES, GOVERNOR, STATE OF 

FLORroA 

Governor CHILES. Thank you, Mr. Chairman, Members of the 
Committee, and my good friend, Sam. I am delighted to be here 
today and have this opportunity. 

Mr. Chairman, I want to take this opportunity of congratulating 
you. You have worked long and hard in the vineyards toiling as a 
Congressman and having an opportunity now to chair this Commit- 
tee at a very important time, I think that is wonderful. I think it 
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gives an opportunity to highlight your experience and the time that 
you have spent. It is kind of interesting that you are at first com- 
mand with welfare reform. In a sense, they may have put you in 
command of the Titanic, but I am sure that you will do well. 

This is a subject that, if it was easy, it would have been done 
a long time ago. I have a statement and I know that statement will 
be submitted. I just want to make a few observations and then an- 
swer any questions that you might have. 

Florida recognized, like many States, that we had to do some- 
thing about welfare reform. As we looked at our goals of temporary 
assistance to the poor, we saw that our Aid to Families with De- 
pendent Children caseload and Medicaid were just eating up all of 
the moneys that we had and certainly taking a lot of the Federal 
dollars as well. 

Florida embarked on a bipartisan bill to really look and see what 
we could do with welfare reform. I think that we initialed one of 
the largest demonstration projects in the Nation taking two coun- 
ties, both having an urban and rural population, and putting one 
of them into a voluntary experiment in effect, or program, and the 
other in a mandatory program. They are Alachua and Escambia 
Counties, and we have been running them for a period of months 
now. 

It is pretty clear the mandatory one is working much better than 
the voluntary one. It is also clear that where you take the steps 
to allow women primarily, but heads of households who are not 
working, access to some job training, to counsehng, to substance 
abuse treatment, held in meeting other needs, and especially day 
care and health care and to learn how to interview for a job, major 
things can be accomphshed. 

In 8 months, with over almost 1,400 people in the Escambia ex- 
periment, 20 percent of those are off AFDC now, making above the 
minimiun wage, aind it is pretty obvious that some real things are 
happening there and we think that certainly can be duplicated. 

We are going to put five more counties in, or asking the legisla- 
ture to allow us to add five more counties this year. They will be 
urban and rural, and we would like to go further than that. What 
we are finding in our program though, is that there are some front- 
end costs. If you are going to say we are going to allow you to keep 
your day care, and your health care as you transition off of this 
program, and if, in addition, we are going to provide some job 
training, counseling and other things that are necessary, there are 
some realistic front-end costs. I think that this being as serious a 
problem as it is, and recognizing what our costs are now, we are 
all confronted with paying the back-end costs of not doing some- 
thing earlier. Consequently, we are faced with a permanent class 
that is now generational, and ever 3 d;hing that brings with it. 

So recognizing what is happening here, that welfare reform is 
moving, but also the balanced budget provision is moving and the 
Contract is moving, I hope this Committee, and I hope the Con- 
gress, will look at what are the steps necessary to allow the States 
to be able to accomplish welfare reform. My fear is that in order 
to meet the goal of one of these other things, you keep us from 
being able to do that. 
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That is my concern, and that we recognize that States are not 
monolithic. Florida happens to be one of the growth States. One of 
the proposals I have seen floated where you would have a capped 
block grant would just kill us in Florida because we are a State 
that is taking additional population at all times and that fact needs 
to be recognized. 

But I think what we can say is that the States ought to be held 
accountable. You shouldn’t give up all of your authority and all of 
your money without having a way to account for that. I think that 
is very important, but at the same time, we recognize the need for 
greater flexibility, while agreeing there are certain things that 
ought to be a part of any solution. That is anything from deadbeat 
dads to teen pregnancy, to having some kind of a time cutoff. 

All of those things, I think, are necessary. However, I think if we 
do not allow the States to be able to make those front-end invest- 
ments which are necessary if you are going to truly accomplish 
something toward the goal of reform, then I think we will only be 
going through an exercise. In the end, if we cut off funds, that will 
only give the illusion of welfare reform. 

If we choose that direction, get ready to pay some more dollars 
on the prison end. Get ready to pay some more dollars on some of 
these other ends, because I think that will be the result. I would 
hope that we would treat children and women in a way that recog- 
nizes that they are as valuable as defense to our country. They are 
as valuable as senior citizens. They are as valuable as any other 
group that we are going to try to deal with, and perhaps more vul- 
nerable because in many instances, less able to help themselves. 

Let me just stop there and see what questions you have. 

[The prepared statement follows:] 
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TESTIMONY 

of 

The Honorable Lawton Chiles 
Governor of Florida 
before the 

House Ways and Means 
Subcommittee on Human Resources 
January 30, 1995 


Mr. Chainnan and members of the Subcommittee, I appreciate the opportunity to be with 
you today and bring you Florida’s experience in reforming our welfare system. 

It is a system that made no sense at all because it provided the wrong kind of incentives 
negative incentives -- that kept people locked in a cycle of dependence. 

Thai's why we made a commitment for common sense to be our benchmark in Florida’s 
landmark reforms. 

In so many individual cases, inability to deal with simple logistics became the problem that 
prevented people from reaching independence •• and a real job. 

Let me explain by example: 

A young Florida mother of two was a fuU-dme student, working part time and in need of 
assistance and child care, especially after the breakup of her marriage. Under the existing system, 
we would not have been able to meet her special ne^s •• and she would have remained dependent 
on it. 


But under Florida's Family Transition Program, she COULD receive assistance and crucial 
child care services. As a result, she has been able to get her degree. Now, she's currently employed, 
making $S.OO an hour. She had been on AFDC for 18 nrtonths. 

In 1992, the leaders of the Florida Legislature and 1 began a joint effort to make the welfare 
system in Florida more practical. This effort began with the creation of a Commission representing 
the private and public secton which studied the problems associated with welfare dependency. For 
one year, the members of the Commission traveled throughout the State holding hearings and 
visiting with welfare providers and recipients. 

The Commission then made recommendations centered around eliminating the penalties for 
going to work and encouraging self-sufficiency by our participants. These recommendations 
became the basis for the 1993 Family Transition Act, which the Legislature approved in a bi- 
partisan fashion. 

The Family Transition Act's basic foundation is that assistance is time-limited -- a 
transitiona] benefit to aid the recipients in becoming self sufficient. To achieve these goals for our 
diverse population, we established aggressive pilot progra ms. They include elements of job training 
and placement, child care and other services which help remove bairiers that have traditionally b%;n 
an incentive for the recipient to stay on welfare. 

We have learned that our reform model requiring participation - rather than one seeking 
volunteers - is showing more impressive results. Helping people by setting goals they CAN reach - 
with assi.stance to sliced -- makes all the difference. 

1 am very pleased to report that the Family Transition Program is working - as early results 
show that many of our participants are working. Flcnidians are living the lesson that welfare 
assistance should be a ladder to independence — not a permanent life preserver. Let me give you 
some other real examples. 

Another young mother moved to Florida frewn another state where she had been receiving 
AFDC. Her immediate need was child care. The Family Transition Program provided child care 
services and helped her with her resume, job search and interviews. As a result of the cooperation 
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of many providers within the system, she in now employed by the Child Support Enforcement 
program making $7.47 an hour. It is important to note that she was never on the traditional AFDC 
in Florida, but rather received transitional aid to en^loymeni under the Family Transition Program, 

Therc are many similar examples where practical barriers kept young women from even 
searching for employment, let alone gaining a Consider a young mother of two who is making 
$120 a week and is faced with paying $90.00 a week in child care. She simply cannot do it. The 
incentive is to stay on the dole. 

In sharp contrast, the Family Transition Program is providing the basic essentials for her to 
be free to search for employment and to become self sufficient. 

Often, the key to success is chDd care. Other times, the essentials may be helping with 
resumes and job search, or meeting a transponadon need. But the overriding yardstick of our 
successful program is simply COMMON SENSE. 

I am especially concerned that many welfare mothers have stayed on AFDC in order to have 
health care. The linkage of medicaid eligibility with AFDC has forced many women to stay on 
welfare, to provide health care for their children. 

Under the old structure of AFDC. Florida providers probably met with a recipient 3 or 4 
times a year with little opportunity for creative counselling or direction to the participants. Other 
times the barriers of child care and transportation were not even discussed. The incentives were 
negative and people remained on welfare. The federal structure was rigid, tight and provided little 
incentive for creativity and individual anention. 

Under Florida's Family Transition Program, the participants are provided counselling and 
special attention. Now. we ask the right questions: What do you need to go to work - child care, 
job training, or maybe transporrarion? 

William Booth, of the Washington Post, recently wrote a story about the new Florida 
Program. He cited one case in which a car battery was the main obstacle that prevented a woman 
from working. The Florida program helped her get a battery and she is working today. 

Common sense, Mr. Chairman. Wc are striving to provide common sense with assistance 
in Florida, but it is a struggle. It is a struggle because we have to be flexible enough to meet the 
diverse needs of our population. 

Florida's program must respond to unanticipated events affecting recipients’ ability to move 
toward indej^ndence. Even if they plan their budgets down to the last eSme, an unexpected illness, 
a home repair, or even a dead battery can be disastrous to their progress. The Family Transition 
Program is attempting to anticipate diose needs •• and effectively react. 

This flexible ability to respond at the stale level must be strengthened by a similar 
consideration from Congress. 

Governors of individual states are the chief providers of services to people. Like the Head 
of a household, I cannot anticipate every factor that might affect my ability to provide. 

I must be able to respond when a recession affects my people. I must be able to provide 
when a major plant or militiy base closes - or a company relocation leaves thousands in my State 
unemployed. I must be able to provide when a calamity with the punch of hurricane ANDREW, or 
devastating floods or some other catastrophe expands my assistance population in a matter of 
minutes. 

1 call this to your attention because of a critical concern. Budget restraints, balanced budget 
goals and desire for reform may tempt Congress to level-fund so-called block grant initiatives -- 
and any quasi-endtlemcni programs - or even to induce cutbacks, in the next 5 years. I have a Uttie 
knowl^ge of the federal budget process and when Social Security and defense are off the 
chopping block, I know where the remaining big dollars are located. 

These federal service programs must be held wression-proof or failure of the system is 
inevitable. Yes, I want flexibility but I am concerned that you might be compelled to place a hefty 
price lag on the elimination of the red tape, and leave the states holding the bag. That would be a 
disaster - one you can avert. 

I want more leeway from the Federal govcmmeni to be able to adapt the assistance to my 
residents' real needs. After all, as you well know, Mr. Chairman, a welfare family in Horida is very 
different from a welfare family in Iowa. 
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But this isn't to say Rorida wants a separation or a divorce from the federal govemmenL I 
don't even want a divorce with a generous alimony. I want a partnership — a marriage, if you will - 
with the federal government. Each partner brings talents, responsibilities and concerns to the union. 
And, most importantly, each of us in this partnership must provide for our children. 

Working together, we MUST pledge that whatever structure is devised, children must be 
proieaed. 

I know this is a difficult charge. Hie children are at the heart of the tough decisions that 
must be made when proposing transitional assistance. 

What do you do at the end of the benefit period — when a job is not yet found? 

This is the point where I believe you must trust the states with flexibility to deal with each 
individual. A caseworker must be able to determine if the client has played by the rules and should 
receive a "grace period" if a job has not yet been realized. 

At the same time, the caseworker must be able u> terminate a participant's assistance if they 
haven’t played by the rules and are not working for self sufficiency. 

But, this is where the children must not lose our focus. If the mother loses her benefits or 
job, who will care for the children? 

There MUST be a safety net for the children. 

We cannot throw the kids out on the streets - or into orphanages, for that matter. 

There must be an effective process in place to protect the children. I agree with the 
subcommittee’s contention that the focus is care for the child ... not a blank check for the mother. 

One last note. Mr. Chairman, too often we place the full blame and burden on the mother. I 
strongly contend that as you address welfare mothers, cheats and such, you must also address the 
"dead-beat Dads." Any welfare reform must be accompanied by stricter standards of child 
enforcement laws. Fathers must be responsible (or their children and the government can help that 
to happen. 

This is the just position and the fiscally smart one. Fathers who won't face their own 
responsibility must be made to face the consequences. 

Again, 1 appreciate the opportunity to be with you and look forward to working with you 
towards and effective welfare reform. Let us be guided by common sense and strive to make 
the system one that provides a hand-up to independence, not a handout for life. Rorida's 
experience demonstrates it CAN be done. 


Thank you. 



512 


Chairman Shaw. Mr. Gibbons, would you like to inquire? 

Mr. Gibbons. Yes. Thank you for a good statement, Mr. Gov- 
ernor. I want to ask you two different sets of questions. One, the 
experiments that are going forward in Florida, you mentioned 
Escambia and Alachua, Escambia being Pensacola. Is that the 
mandatory program? 

Governor Chiles. Yes, sir, that is the mandatory. 

Mr. Gibbons. And what does the State mandate in that? 

Governor CHILES. Well, the State mandates that the recipients 
have to be participants of AFDC to be in that program. The State 
also has a 2-year cutoff in that program. There is a waiver for up 
to another year if the participant did not have a high school di- 
ploma and depending upon how unskilled they were. 

That, again, is part of the waiver that we have. Basically the 
people that are on AFDC are placed into that program and they 
have to participate in that program. But, as part of that program, 
they do get the right to keep their day care for a period of time, 
subsidized day care. They have a right to keep their health care. 
They get some of this help. 

Now, in Alachua County, they get those same rights, but they 
are not mandated to participate, and it is interesting. We have 145 
volunteers enrolled in the Alachua Program and 1,389 in 
Escambia. 

So I think it is hard to say to these families with their cir- 
cumstances, here we have got something great, would you like to 
participate? I think at some stage you say you are going to partici- 
pate. As we continue into the five other counties, I really would 
like to keep Alachua voluntary. I think it is a good measuring stick 
and maybe lightning is going to strike and a lot more people will 
want to sign up for that program. Right now there are not as 
many. 

Mr. Gibbons. What is the difference in the cost where you man- 
date people to go in there? Are you saving money initially or are 
you losing money initially or 

Governor Chiles. No. It costs us some money early on to put this 
program in. That is why I am asking for five more counties now, 
because through certain reductions in our caseload of AFDC, I 
found the sort of savings to do that. Still, there is some cost to it 
on the front end. 

Ultimately, I think there are tremendous savings over a period 
of time. That is, again, why I am a little concerned at certain of 
the propositions that I hear coming out of here. If we were not able 
to give transitional health care and day care, then what you have 
instead is a draconian thing of saying you are going to do some- 
thing in 2 years or all your benefits are gone. Yet, you are not pro- 
viding the resources to help them do that. 

What mother worth her salt is going to risk leaving a program 
that gives her and her family health care and support to go work 
in a minimum wage job where she can’t get it. Now, maybe you 
could put the ax out there and say you must do it, but I think you 
would find children would suffer. 

Mr. Gibbons. Relying upon yoiu- experience here as a Senator 
and head of the Budget Committee and as Governor, we hear all 
this talk about making welfare not an entitlement, and then we 
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hear other talk about making it an entitlement for the States to 
receive the money but perhaps for the States not to have to meet 
the entitlement requirements as far as the individual is concerned. 

What would be your advice to us on this issue of entitlement? 

Governor Chiles. Well, my advice in the face of what I see as 
the proposed constitutional amendment is if you say we are going 
to balance this budget in x number of years and we are not going 
to cut defense and we are not going to cut Social Security, but we 
think we will remove this entitlement on AFDC — we don’t need 
that anymore — I think you are spelling disaster to me as I try to 
implement welfare reform in my growth State. 

The Governor of Michigan has a plan that he is perfectly satis- 
fied with. As I look at that plan over the last 5 years, he makes 
money under that plan. Florida would lose billions of dollars, would 
have lost billions of dollars under that plan. 

So what I am saying is, I have a hard time — I feel like children 
are as entitled as seniors, and I think if the Federal Government 
says no entitlement, I think the Federal Govermnent is making a 
statement that we don’t care that much about children. 

Now, if we are going to remove all entitlements, fine. I don’t 
know whether there is the political will to do that or not. I doubt 
there is. But, just because children don’t vote, I would hate to see 
them be the ones who get sacrificed in this. 

Mr. Gibbons. Thank you. Governor. 

Chairman Shaw. Mr. ColUns. 

Mr. English. 

Mr. English. No questions, Mr. Chairman. 

Chairman Shaw. Mr. Levin. 

Mr. Levin. Welcome. Let me pick up from your last comments. 
In your testimony you say, after you spell out what I think is so 
important, the need for much more flexibility, you say, “But this 
isn’t to say Florida wants a separation or divorce from the Federal 
Government. I don’t even want a divorce with a generous alimony. 
I want a partnership, a marriage, if you will.” I take it you mean 
a different kind of marriage than we now have with the Federal 
Government. 

I think you responded to Mr. Gibbons in part spelling out the na- 
tional interest, but from your experience as Governor of Florida, 
what is the national interest in these programs? I mean, why 
should there be a Federal/State partnership at all? Why not simply 
leave it to the States? 

Governor Chiles. Well, I think there is a national interest in 
having a strong viable economic base for the country. That means 
that you have to have a work force. That means that you have to 
have an educated work force. 

I think there is a national interest in not having an underclass 
that is locked in, has been locked in for generations, which has 
been growing, and we see that growing. I think all of that is very 
much in the national interest. If you wanted to say we are going 
to open the spigot and let you have the money and do it your own 
way, sure, we will take that. But having the funding set at the 
other end, I don’t think that is doable either. 

But I think there is a national interest in saying we are going 
to have healthy children, that we are going to allow all of those 
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children to have a chance to be productive citizens. We can’t afford 
to have the underclass. It is becoming a drag in human and social 
terms. It is now costing us so much, and the mere fact that you 
say we are going to quit giving some entitlement to them does not 
mean that it goes away and does not mean that the expense of that 
goes away. 

It will show up in all kinds of other different problems. It doesn’t 
go away. I think that we are seeing, not only from what Florida 
is doing, but what some other States are doing, that if you offer 
that leg up, and if you give that mother the incentive, the know- 
how, the ability and all, she hkes to be productive. She doesn’t par- 
ticularly enjoy what she is doing now, and you couple the carrot 
with the stick, and we certainly recognize that you have to do that. 
Isn’t there as much a national interest in that than there is in de- 
fense, than there is in taking care of our seniors? I think there is. 

Mr. Levin. Thank you. 

Chairman Shaw. Ms. Dunn. 

Ms. Dunn. No questions. 

Chairman Shaw. Mr. Ensign. 

Mr. Ensign. Thank you, Mr. Chairman. I just have a real quick 
question for you. Governor. 

You mentioned about accounting for population, Florida being a 
very fast-growing State. I am from Nevada. Obviously we are a 
very rapidly growing State as well. If we took into account popu- 
lation increases over time with the block grants, would that make 
you lean more in favor of the block grant? 

Governor Chiles. Well, I think so. But we have all kinds of dif- 
ferent things that happen. Recessions, immigration, waves of immi- 
gration. All kinds of different waves, and so I think we just have 
to be careful that we don’t lock in some formula that says this is 
it and then suddenly you find that a number of your States or some 
of your States get treated very unfairly by that. 

Mr. Ensign. You mentioned the immigration. I find it interest- 
ing, actually for somebody that is testifying a little later today. 
Congressional Research Service, listed the States on the percentage 
that they get back compared to the amoimt of tax liability that 
they have for these various programs, AFDC, Medicaid, food 
stamps. 

And California and Florida, being two States obviously with huge 
immigration, especially illegal immigration problems, and yet I find 
Florida is actually rated about number — looks like 10 from the bot- 
tom. In other words, you only get back about 15 percent compared 
to what you put in. Nevada is actually number 50, in other words, 
we are all subsidizing the other States that aren’t doing it as well. 

My question is should the Federal Government be in a position 
of redistributing wealth between the States and reward States that 
aren’t as efficient? California being a good example that, compared 
to my State, we have a lot of people coming from California to 
move their businesses to Nevada because California is such a puni- 
tive State with the regulations and their taxes. In other words, 
should the Federal Government subsidize States that want to have 
these huge social programs that attract all these people? 

Governor Chiles. Well, obviously I think this is where you put 
in some kind of uniformity of what benefits can be or other things 
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that perhaps you need to do. I have to tell you, I worry because 
I don’t have people leaving my State. They are coming. And every 
day more are coming, and so we are probably the fastest growing 
in our caseload of AFDC, the fastest growing in Medicaid, l^ile we 
are making some changes that are restraining the cost, I still can’t 
stop that migration that comes in and that is where it really hits 
us. 

Mr. Ensign. Thank you, Mr. Chairman. 

Chairman Shaw. Thank you, Mr. Ensign. Just a couple of ques- 
tions, Governor. 

More and more States are now experimenting with and working 
with the 2-year limitations and the requirement of work for bene- 
fits. As part of welfare reform, the President has supported that. 

The bill that we will be marking up here in the Committee cer- 
tainly supports that, and it appears to me that this is going to be 
necessary to really make this work. We do have uniformity, at least 
through the basic structure across the country, but the message 
that I am hearing out there is that the States are light-years eihead 
of the Federal Government, that the administration has been good 
about granting waivers, however, that really shouldn’t be nec- 
essary. We should design the law so that the States can go ahead, 
but in the basic structure of turning welfare into a work program 
that works. 

What is your feeling about doing that across the country, putting 
it into law? 

Governor Chiles. I certainly support that. This administration 
has made it easier to get waivers. We got a very quick waiver. The 
shortest time of any waiver in the demonstrations that we are 
doing. But, why should another State have to go through that if 
they have a similar program that meets certain standards? It ought 
to be automatic. And so certainly that should be done. 

Chairman Shaw. OK, thank you very much. 

Any other questions? I am sorry. 

Mr. McCrery, I didn’t recognize you. 

Mr. McCrery. Thank you, Mr. Chairman. Just a couple of quick 
questions. Governor. And I am sorry I was not here to hear your 
testimony. My plane was a little late getting in, but I did read yoiu- 
written testimony and you made reference in a couple of places to 
women who had received child care from the State of Florida’s 
Family Transition Program. 

How do you deliver that child care? 

Governor Chiles. Well, basically I think it is done in different 
ways, but it is subsidized child care that we deliver, and depending 
on what their earning ability is, the main thing in this proCTam is 
that as they start earning, you don’t cut them off of their subsidiza- 
tion of their child care immediately. You allow them to be able to 
transition off of that, but basically it would be delivered by not-for- 
profit groups primarily. 

Mr. McCrery. So do you have a list at the State welfare office 
or something of child care providers? 

Governor CHILES. Yes. 

Mr. McCrery. Is that how you handle it? 

Governor CHILES. Yes, and that would be ones that are approved 
and those which we consider are qualified. 
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Mr. McCrery. But you don’t have any State child care cen- 
ters — 

Governor CHILES. No. We have a few, like for State employees 
in certain of our places. But no, we have not tried to go into the 
child care business. We don’t want to do that either. 

But what we have noted in the last 4 years, I have been trying 
to provide more of our budget funds for subsidizing child care. I 
know that that is helping reduce our caseload. But still we have 
a waiting list that is horrendous as far as trying to do that. 

Two of the most essential things for a woman to be able to leave 
welfare and to be gainfully employed are health care and child 
care. And, some transportation needs. But without those and with- 
out that assistance, that is what I am concerned about. As I have 
said, as the balanced budget amendment sort of hits into welfare, 
I am troubled that we don’t cut the entitlement or cut something 
that prevents me from being able to subsidize that child care and 
the health care. I don’t think it will get the results. 

Mr. McCrery. So in your State budget, you have chosen to set 
aside dollars not only to match AFDC 

Governor Chiles. That is right. 

Mr. McCrery [continuing]. But also to provide extra benefits as 
a transition from welfare to work? 

Governor Chiles. That is right. 

Mr. McCrery. I commend you for that, but it seems to me that 
it would be easier if we created a block grant for you to use your 
AFDC — the Federal share of your AFDC, along with your State 
funds, to fashion a program that could do as you wanted. 

Governor Chiles. Yes. The block grant sounds good when you 
are saying, we are going to free you from a lot of these rules and 
regulations. But, having been here during some of the time that we 
were dealing with block grauits before in the Nixon administration 
and the Reagan administration, the hair kind of comes up on the 
back of my neck when you say block grants. Because it means that 
we say yes, and therefore you can limit part of the funding because 
you don’t require all of these regulations. 

That is true, but how much can you limit? I don’t think you can 
limit 40 percent. And I don’t think you can cut it or freeze it so 
you don’t take into account the growth. Or, so there is no way of 
determining the growth. 

So as I say, a block grant does not bother a State that is losing 
population or sta 5 ang static. A block grant, if you are holding the 
same amount of funds to a growth State like Florida, would be dev- 
astating. 

Chairman Shaw. Would you yield to me on that? 

Mr. McCrery. I would be glad to. 

Chairman Shaw. I have a question with regard to that. Then 
your concern is that we don’t use some interim population figures 
in order to keep the growth States current; is that pretty much 
what your concern is? 

Governor Chiles. Mr. Chairman, you know very well that Flor- 
ida is always behind in any formula and that we do get back fewer 
dollars than many, many States because we are a growth State. 
Knowing that that is true and all of the formulas that are out there 
today, I sure hope we don’t create another one 
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Chairman Shaw. I think we can fix that. 

Grovemor Chiles. Yes. 

Mr. McCrery. Yes, I agree. As long as you are talking about 
growth in terms of a State’s population, general population, I think 
we can try to accommodate that. But the point of all this. Gov- 
ernor, is to reduce the growth of spending nationwide on welfare, 
and so we are hopeful that by giving the States more flexibility to 
use the Federal share of the money, that States will, as you have, 
come up with different ways to address the problem of growing wel- 
fare rolls, and we hope will find some models to reduce those rolls 
eventually and get the spending, the overall spending, if not down 
in nominal terms, at least down in terms of the rate of the growth 
of the program. So 

Governor Chiles. I think we all agree on the goal, and I am con- 
vinced from what we are doing in our Escambia County experi- 
ment, that by going into a program in which you make some very 
strong requirements in child support, in teen pregnancy and some 
of these, but also give the job training, the counseling, the child 
care and the health care, that will cause you to achieve your goals 
of reduced growth. 

Now, what I fear is an arbitrary thing or a scoring sort of before 
the fact that says that we are going to reduce it, that woiild pre- 
vent me from taking all those steps that are necessary to get there. 
That is where my concern comes in. 

Mr. McCrery. You know our budget rules here. We may have to 
do some arbitrary hmiting, at least initially, to get scoring results. 

However, if we make it discretionary, as you Imow, this Congress 
has a history of coming back and adjusting pro^ams if it is in a 
time of recession or if a particular State is having a problem. So 
I don’t know how it is going to turn out, but it sounds like to me 
we are on about the same path here and we look forward to seeing 
the results of your program in Florida as we move through this. 

Governor Chiles. Good. 

Chairman Shaw. Mr. Gibbons has one final one. 

Mr. Gibbons. As I was listening to what you had to say, as I un- 
derstand it and perhaps I can state it in my own terms. What you 
are talking about is your desire to have more flexibility at the 
State level for meeting the needs within the State and for experi- 
menting with different ways of saving, not only Federal dollars, but 
State dollars. 

That is what I think you are saying, but as far as computing the 
amount of Federal dollars that would come into States, you would 
like to have the entitlement system because, one, it is more cur- 
rent, and two, it reflects the economic conditions perhaps that vary 
from State to State at different times in the State’s history. 

Am I correct in what I 

Governor Chiles. I think that is right. Basically we want to have 
Florida’s share of the Federal fimds based on what our share of the 
need is based on oim growth, based on our particular situation in 
regard to people that come into the State. All of those. 

Mr. Gibbons. In regard to perhaps peculiarities of the Florida 
economic system, you could have a great influx of Cubans. You 
could have a great influx of — or great increase because of freezes 
that freeze out the winter vegetable crops and the orange crop and 
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all those products, so you have a lot more variable factors that you 
would like to be able to meet and the computation of just a block 
grant wouldn’t give you enough money to meet those kind of con- 
tingencies; is that what you 

Governor Chiles. Well, I think if you looked at the last — let’s say 
from 1985 to 1990 and the growth of the AFDC caseload, you will 
see that Florida grew percentagewise faster than any State in the 
Nation, and that isn’t all in migration. It is in some other factors 
as well. 

Now, I believe that we can restrain that growth and are begin- 
ning to do that now by some of the steps that we are taking. How- 
ever, I don’t want to see us get locked in where basically we are 
just not treated fairly. That is all we are talking about. 

Mr. Levin. Will the gentleman yield? Just briefly because we 
know you have to go and we should move on, but I think the Gov- 
ernor’s testimony does provide a basis for finding common ground. 

I hope we listen carefully because Governor Chiles has talked 
about immigration, about recessions, about other factors that cause 
changes in the AFDC population, as well as the national interest, 
and also has talked about up front costs, and I think your message. 
Governor, is that we can do much better but it may take some in- 
vestment. 

Is that what you are saying? 

Governor Chiles. I think to get out of this situation that we 
have gotten people into over a number of generations, it requires 
an investment. Our demonstration project shows us that. We are 
putting some of our State funds in and we are getting some Fed- 
eral funds, and we are going to go as fast as we can to grow our 
way through that. 

Now, we will see a reduction in the caseloads. We will see a re- 
duction of the people on welfare reform, but it is like you are re- 
tooling your plant. You can’t retool the plant unless you have got 
some funds to buy the new tools and the new equipment and train 
the work force to use them. 

Mr. Levin. Thank you. Thank you for yielding. 

Chairman Shaw. Governor, thank you very much. What I am 
hearing you say is that you are for basic fairness, and fairness does 
say that we consider the population, which doesn’t have to be an 
entitlement to be fair. 

We have fought this battle together up here for years on high- 
ways and other matters where right after the population figures 
are in, that is — we are 1 year behind at that particular time. Then 
we get 1 year, 1 year, another year behind and that continues so 
that the growth States are just not getting the right treatment. 

We need to correct that and I think we are in a position this year 
at least in this area, to correct it and we will be working on it. 

Governor Chiles. I am delighted to hear that. Mr. Chairman, I 
just want to again say that the only thing that concerns me is if 
you remove an entitlement here and you have not removed other 
entitlements and you have the effect of the constitutional amend- 
ment, you are forcing decisions to be made on reducing discre- 
tionary spending and now that discretionary spending includes 
children. That gives me the willies. 
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Chairman Shaw. Yes, sir. I hear you loud and clear. Thank you 
very much, sir, very much. Governor, for being with us this morn- 
ing. We have now heard from Governor Chiles. We have heard 
from Governor Carper, Governor Dean. Those are three very pro- 
gressive Democratic Governors, as well as three Republican Gov- 
ernors, Governor Engler, Governor Thompson, and Governor Weld. 

I think that this Committee has seen a common thread going 
through all of that testimony and that is the Governors want to not 
only have the responsibility, but also the authority to really run 
their own systems, and I think that without question, that will be 
part of this legislation, which will be supported by both sides of the 
aisle. 

I would like now to invite the two Senators who are with us. 
Senator Brown and Senator Grassley, to take a seat at the witness 
table. We have both of your full statements, which will be made a 
part of the record, and I invite you to proceed as you see fit. 

I would like to say at this point that the Chair is going to do its 
level best to enforce the 5-minute rule. We have Members, a long 
day, many Members will be coming in to testify. We look forward 
to their testimony and we want to be sure that they are heard 
properly and proper attention is given to their testimony. 

We will proceed. Senator Brown, if you could proceed. As a 
former Member of this Subcommittee, it is a pleasure to have you 
back. 

STATEMENT OF HON. HANK BROWN, A U.S. SENATOR FROM 
THE STATE OF COLORADO 

Senator Brown. Thank you, Mr. Chairman. I am delighted to be 
here and I appreciate very much the chance to testify. I want to 
commend you and the Committee for your prompt action in this 
area. 

While the President campedgned on welfare reform, the fact is, 
nothing happened for the first 2 years of his administration. Nei- 
ther this Committee nor the Finance Committee in the Senate was 
even willing to go to markup or to have serious hearings on the 
subject. I sincerely believe the conference that took place over this 
weekend was a product of your indication you are going to go to 
markup. The fact is that people know this is going to happen and 
thus have responded to your initiatives. 

Mr. Chairman, there is a dramatic difference in opinion about 
welfare reform. It is masked because everyone claims they are for 
welfare reform, but what they have in mind is dramatically dif- 
ferent. Wealthy liberals honestly, sincerely believe that what we 
need in a welfare system is a way to make people comfortable and 
treat them humanely when they are in the state of being on wel- 
fare. 

People who have worked for a living though, have a much dif- 
ferent view of welfare reform. They view a good welfare reform pro- 
posal as one that helps people get out of poverty. The real decision 
you will need to make is not about block grants or entitlements. 
The real decision you will make is about what kind of welfare pro- 
gram you will have. 

Will it be one that keeps them in poverty and tries to keep them 
comfortable or get out of poverty and change their lives? I am very 
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encouraged by the proposals I see before the Committee because it 
appears that you are on the track to help people get out of poverty 
and that will be a dramatic change. 

Let me suggest a couple of barriers that are in the law from 1988 
and before that dramatically and desperately need change. One, we 
need to eliminate the barriers to work. Included in the 1988 statute 
was a flat prohibition on referring welfare recipients out to jobs in 
the government sector if those weren’t entirely new positions. 

Unbelievably we have made it illegal for welfare recipients to be 
referred to jobs that are associated with government then because 
very few, very few of the jobs are entirely new positions. This sabo- 
taged the effort to place people in jobs right from the start. It has 
sabotaged the efforts of many people to turn their lives around. 
That has to be repealed, and I hope and understand that you are 
on the track to do that. 

Second, included in the 1988 bill is an effort that was simply dis- 
torted. Education and training were thought to be alternatives 
which could be offered to people who wanted to work, but didn’t 
have the qualifications to. What has happened in most jurisdictions 
in the Nation is that education and training programs have been 
used by the bureaucracy as an excuse not to have welfare recipi- 
ents go to work. 

Many jurisdictions have jobs available and have workers who 
want to change their lives, but use education and training funds 
as a way to divert people away from work. It should be just the 
opposite, and I hope you will eliminate that barrier to work as well, 
to once again let people know that getting them a meaningful, pro- 
ductive confidence restoring job is the first priority in the system, 
not the last. 

Mr. Chairman, I hope that included in what you do you will ex- 
pand over to the job training programs and will focus on 
privatizing job placement. It seems to me that is essential. I hope 
what you will do is include in the law an option for the States to 
allow welfare recipients to select a private entity that will help 
place them in jobs. 

The job placement agency ought to be compensated not on the 
basis of how many hours they biU, but they ought to be com- 
pensated on whether or not they successfully place welfare recipi- 
ents in jobs and jobs that stay. I am confident if you privatize that 
fimction, get it out of the bureaucracy that sometimes sabotages 
real welfare reform, that you will have made a dramatic difference 
and you will improve the lives of people. 

Last, Mr. Chairman, I hope you will take a look at the legislation 
we have offered in the Senate that attempts to give welfare recipi- 
ents an option. It gives them a voucher to take next month’s bene- 
fits and trade it for a job. It in fact privatizes that function. 

Chairman Shaw. Thank you. 

Senator Grassley. 

STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S. SENATOR 
FROM THE STATE OF IOWA 

Senator GRASSLEY. Thank you, Mr. Chairman, for moving so very 
quickly on the welfare crisis to find a solution for it. I think this 
is a very good forum for us to focus not only on the problem of the 
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welfare system, but also on State initiatives to correct the existing 
system. So I am pleased to join you in this effort. 

Since the war on poverty began over 30 years ago, of course, we 
have spent hundreds of billions of dollars on the fight and yet the 
poverty rate is higher today than it was when the war began. Are 
we, the taxpayers, getting our money’s worth for what we are 
spending on it? 

I don’t think so and most Americans would agree. President Clin- 
ton acknowledges that the war on poverty has failed. He has often 
promised to end welfare as we know it. The American people want 
that change to take effect and the sooner the better. They believe 
that the current system is in need of very dramatic reform. 

The President has proposed changes in the system. His adminis- 
tration has introduced a plan to require a 2-year-and-out workfare 
program. It mandates that all States enact work for welfare pro- 
grams, although the President might call this reform, from my 
standpoint, it doesn’t even begin to address the faults that exist in 
the welfare system. So if we are truly going to end welfare as we 
know it, then we must make dramatic changes, much more drastic, 
than what President Clinton has suggested. 

Many State Governors have applied for and received these sec- 
tion 1115 waivers. Most of these waivers authorize much more rad- 
ical change at the State level. The waivers allow the States to do 
what the Federal system would not let them do. But the States go 
through this lengthy and veiy burdensome process to obtain the 
waivers because the system, even with the changes proposed by the 
President, simply doesn’t provide a cure. 

Meanwhile, the changes being initiated by the Governors are get- 
ting rave reviews, both for their innovativeness as well as for their 
success. And that is what we need for a solution. We need radical 
change, leeway in flexibility for the States. There are currently 24 
waivers that have been issued to the States. 

These waivers have allowed the States to develop the programs 
that best fit their individual State requirements. We should not re- 
quire the States to constantly be requesting waivers when they 
want to make changes in their welfare reform program. 

Today nearly one in seven American children are receiving 
AFDC. According to the General Accounting Office, only 11 percent 
of the 4.6 milhon receiving AFDC participate in any education, 
training, or job search programs. These are not the kind of statis- 
tics that we should be seeing when the Federal spending on social 
welfare for fiscal year 1994 totals way above and beyond AFDC to 
$240 billion. 

It is my belief that the current system has contributed toward 
the breakdown of the family, destroyed independence and self- 
reliance, and has discouraged work. The system clearly does not 
serve the needs of the welfare recipient. 

Mr. Chairman, I recognize that in order for welfare reform to 
work, we have to establish three topline goals. First, we have to re- 
duce the rising costs of welfare programs, second, welfare reform 
must address the social crisis of out-of-wedlock births, and finally, 
welfare reform must require real work from its recipients. 

In my home State of Iowa, the key components for welfare re- 
form are designed to encourage family stability, parental respon- 
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sibility, and decisionmaking. Attaining self-sufficiency through in- 
creased training and educational opportunities have provided the 
incentives to encourage employment. The outcome has been to 
make work part of that formula. 

The main theme of reform in my State of Iowa has been develop- 
ing the philosophy that the welfare system should be a system of 
transition, not a system of long-term care. I introduced a welfare 
bill this month entitled the Welfare to Work and Strong Families 
Act of 1995. My bill proposes to block grant to the States the entire 
AFDC Program, the AFDC JOBS Program, and the Food Stamp 
Program as it is applied to AFDC recipients. Those programs would 
simply be ended. 

The role of the Federal Government handling the welfare state 
then would be changed. My bill would alter the way we administer 
welfare. It would move the decisionmaking process of these pro- 
grams closer to those who can best address the needs of its recipi- 
ents and that is at the State level. As the waiver program has 
shown, especially in my home State of Iowa, it is State and local 
governments that can best develop the welfare programs that work 
Tor their States, as well as for their citizens. We need to give that 
freedom back to the States. 

As we tackle this issue of welfare reform, the Federal Govern- 
ment has a responsibility to provide the framework of expectations, 
but the States should have the flexibility to develop programs that 
fit their unique populations. 

Mr. Chairman, again, I thank you for this opportunity to address 
you and to commend you for moving so quickly and I look forward 
to working with you and your colleagues on a bill or proposal to 
forge a consensus on forming an effective welfare system. 

Chairman Shaw. Thank you, Senator. 

Mr. Ensign. 

Mr. Ensign. Thank you, Mr. Chairman. Welcome both of you 
and. Senator Brown, how about we start with you? We had Gov- 
ernor Weld in here and he suggested that, in his opinion, starting 
with training and education wasn’t the way to go. He said, start 
them with a job, get them used to the work ethic, and then later 
on to improve the type of job that they had, that is when education 
and training could come in. 

His feeling is that — and I share that same feeling — is you have 
to start getting work habits, getting that responsibility, getting up 
every day, into people’s minds and you have to change that whole 
mindset and that whole dependency on getting a check from the 
bureaucracy every month. 

What is your opinion? 

Senator Brown. Well, you have hit the nail on the head, and I 
think Governor Weld’s description is exactly right. I have spent a 
lot of time in welfare offices around the State of Colorado and some 
in other spots around the Nation. What many of them do is when 
they get someone in, the attitude of the social workers and the wel- 
fare office workers, is that they don’t want anyone being referred 
to a job that doesn’t pay $7 or $8 an hour. Their view of the world 
is that you should demand more than that and that it is demean- 
ing to work for less. 
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My belief is just the opposite, that work and the confidence that 
it builds and the self-respect it huilds is the key ingredient in help- 
ing people turn their lives around. Tragically what is happening in 
Colorado, and in many other States, is education and training pro- 
grams are being used the opposite of the way this Committee de- 
signed them to. 

Education and training are being used to divert people out of 
work instead of into work. Instead of preparing people to work, 
these programs are being used to keep them from going to work. 
I think you are going to find some people who are simply unable 
to work at the time they come in. We imderstand that. There will 
be a percentage in that category, but my hope is that before this 
bill is finished, we will make it clear that the top priority is work 
referral, and I think that is why I suggest going beyond simply 
making work referral the top one. I think you have to privatize 
that function and get it out of the kind of morass that it is adminis- 
tered on at the lower level. 

Mr. Ensign. I agree. A couple years ago, I had a young single 
mother working for me and she had applied for some temporary as- 
sistance and when she was down there, they told her, they said, 
why are you working? You know, their whole mindset was, you 
covdd make more money going on welfare, you are crazy to work. 
And her attitude was, no, I just need a little temporary help right 
now. I want to continue working. I want to make a better life for 
my son and myself, and obviously I was extremely proud of her and 
she did very well and started moving up in the organization. 

But my question is, shifting the focus a little bit, we are holding 
hearings over here in the House. When can we expect action on 
this over on your side of Capitol Hill with some serious hearings 
and progress on a welfare reform package? 

Senator Brown. Well, Senator Grassley, I think, will have a good 
view on that. My sense is that we will move on it, that it will not 
be as expeditiously as you and I fear, not as effectively as you, but 
we are hopeful the Senate will follow the House example. 

Senator Grassley. Yes, and I think that Senator Packwood is 
committed to moving very quickly on hearings. I think if you read 
his public comments on this issue, you will find him much more in 
line with the thinking of this Subcommittee than maybe the Senate 
as a whole, so I think we are in a good position to move something 
out of Committee. 

Mr. Ensign. Thank you, Mr. Chairman. 

Chairman Shaw. Mr. Levin. 

Mr. Levin. Thank you. Welcome. To my good friend. Senator 
Brown, I hstened to what you said was the basic dichotomy be- 
tween I guess Democrats and Republicans or, as you put it, liberals 
and conservatives. 

Senator Brown. I do think it crosses party lines. I think it is 
more philosophy than it is party. 

Mr. Levin. Well, my plea would be this, I don’t really think that 
is the dichotomy between those who want people on welfare to live 
comfortably and those who want them to work. I think there is 
much more common ground here than that. I think there is a rath- 
er strong, if not consensus, near consensus that the chief aim has 
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to be to get people into the work flow, to get them off welfare, to 
break cycles of dependence. 

The 1988 act did not succeed very well. You point out one aspect, 
but forget about that, there was a reason for it, I think, somewhat 
differently than was explained, but that was a step to try to get 
people off of welfare into work, and primarily in the private sector. 
My own feeling is that on this Subcommittee there is something be- 
yond the dichotomy of those who want people on welfare to be com- 
fortable and those who want them to work. 

Once we start with those polarizations, I think we are just 
digging a very deep hole between two camps and a hole that 
doesn’t exist, and I would urge that we not engage in those kinds 
of descriptions. I mean, I for one, have been working for a long 
time on this and I believe the key is to get people off of welfare 
into work. There will be differences, for example, about block 
granting food stamps. 

Senator Grassley, what happens, for example, in times of reces- 
sion? If you block grant food stamps, freeze it for 5 years, and there 
is a major recession that has hit Iowa, are you satisfied that the 
freeze applies and there is no increase in Federal funding for food 
stamps in the midst of a — I was in Iowa during periods of deep re- 
cession in the mideighties. Are you satisfied to have a system that 
doesn’t reflect economic disparities, regional disparities? 

Senator Grassley. I am satisfied that we can meet any situation 
that could conceivably exist because we have the capability of doing 
it. First of all, I would suggest that we can reserve some money at 
the Federal level for a rainy day fund, for emergencies like that. 
States already have to do that under their constitutional amend- 
ment for a balanced budget, and then I would think that basic to 
your question is a feeling here in Washington that somehow if 
there is some problem in America, we are the only ones as a policy- 
making body that can decide that, and I know you don’t mean to 
be arrogant, but there is an arrogant attitude in this town that 
only we can solve the problems. 

Mr. Levin, Let me just press you, because that isn’t my attitude, 
but, look, there was a flood in Iowa, there was a Federal response. 
Why did you ask for Federal money? Why not just do it your own 
way? 

Senator Grassley. The reason why is because we have had for 
about 40 years a policy of self-insurance within the Federal Gov- 
ernment that responds to a natural disaster like that, and our re- 
quest or even California’s request for recent floods are going to 
come within that policy of the Federal Government being an in- 
surer of last resort, and that is how we respond, and you can have 
the same thing when it comes to another natural disaster that im- 
pacts upon hunger, but you are going to do it within a predeter- 
mined policy, that that is our policy, not just that we have got all 
the answers here in Washington and we have got a bottomless pit 
that we call the Federal Treasury that can answer all those prob- 
lems. 

Mr. Levin. So I think there is common ground potentially. What 
you are sa 3 dng is true for floods, is true for hunger. If there is a 
recession on a regional basis and there is an increase in the need 
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for food steunps, there should be some provision so there is an ad- 
justment in funding to meet that contingency? 

Senator Grassley. The answer is there can be and there prob- 
ably will be and there probably should be, but here again, you want 
to remember that our existing Food Stamp Program or the nutri- 
tion programs we have already had on the books for three or four 
decades still do not respond to all the needs of hunger in America, 
and there is a private sector and local government that are re- 
sponding to needs that even the Federal Government can’t meet 
today, so why should we have a feeling that under these other cir- 
cumstances we won’t be able to meet those? 

I mean, the Salvation Army can meet the needs of people in in- 
stances when the Federal bureaucracy can’t, and we think we have 
all the answers and all the money, well, just ask the Salvation 
Army how many people they help that we won’t help. 

Mr. Levin. I don’t think the feeling is we have all the answers, 
that isn’t the dynamic here. 

Thank you. 

Chairman Shaw. Mr. McCrery. 

Mr. McCrery. Thank you, Mr. Chairman. Senator Brown, you 
bring a unique perspective, I think, to this Committee because you 
have declared that in a couple of years you are going to be once 
again a private citizen in the private sector, and so I have my own 
opinion about the question I am about to ask you. You and I have 
not talked about this, this is not a scheme that we have set up 
here, I don’t know what you are going to say when I ask this ques- 
tion, but I am interested in your response because of your unique 
perspective as one who knows the budget of the United States, who 
knows the public policy considerations involved, and yet is one who 
is about to be a private or a member of the private sector, and 
therefore have a little different perspective than those of us on 
Capitol Hill. 

We now spend about $240 billion at the Federal level on welfare 
programs, on transfer programs. That includes Medicaid. Do you 
thi^ that we spend not enough, too much, or just the right 
amount on welfare programs at the Federal level? I am just inter- 
ested in your view on that. 

Senator Brown. The welfare systems that I have seen where 
they have experimented with different approaches were able to do 
a significantly better job and do it at less than half the cost that 
we now spend. So first, I guess, I would say these welfare systems 
are so important, at least aspects of them are so important, that 
they have a high priority and they are ones that would have a fun- 
damental need to be funded. But my sense is we are doing two 
things wrong; one, we are making things worse with the way we 
design programs rather than helping people, and, two, that we can 
do a better job auid we can do it with significantly less money. My 
sense is what is important here is not the funds that people have 
talked about as much as the basic reform that is involved. 

With due respect to Congressman Levin, who I have an enor- 
mous respect for and I kn ow those of you who serve with him do, 
my sense is people come at this problem with a reflection of their 
own personal background more than any I ever saw in Congress. 
Some people honestly and sincerely believe that the way to help 
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someone is to give them things, and that if you really care about 
them, that is the way you help them. Others come from a family 
background where they had to work and struggle with a feeling 
^_that if you want to help someone, the way to really help them is 
to give them a chance and an opportunity and a job. 

Are there people who aren’t able to work? Yes, there But a 
lot of our difference here is really that fundamental, what we per- 
ceive as what is helpful to one and what is not helpful. My sense 
is if we focus on helping people help themselves that we can do it 
with much less money and much more effectively. 

Mr. McCrery. I agree with you, and I am not ashamed to say 
that one of my goals in all of this discussion about welfare reform 
is for the Federal Government to spend less, not more on welfare 
programs, and that is why I am a little optimistic about the block 
grant approach that will enable us to see many different pilot pro- 
grams, if you will, out there in the States trying to do exactly what 
you have just said, do more for less, and have better results if our 
goal is to get people off welfare and in the work force. So 1 appre- 
ciate that answer, and when you get back in the private sector, I 
hope you will, for those of us who may still be here, I hope you will 
let us know your perspective out there. 

Thank you. 

Chairman Shaw. Thank you, sir. 

I would like to repeat one thing that Congressman Levin said. 
He said that there was a flood in Iowa and the Federal Govern- 
ment responded. They did not respond because there is a flood enti- 
tlement. They responded because there is a Congress here that 
cares about all the people of this country, and I am confident that 
future Congresses will care just as we do and we will respond to 
the needs out in the States — ^we will respond to recessions. But I 
think saying that if it is not an entitlement, it is not going to hap- 
pen just is not true. And I think there is no example that more ex- 
emplifies that fact than what Congressman Levin said. There was 
a flood in Iowa and we responded. 

Senators, thank you both for being here. Thank you for the good 
work. If you would bring a message back to the Senate to get mov- 
ing, we are ready to go, we are underschedule and imderbudget 
over on this side, and we are working hard. We are setting the ex- 
ample and we need you to come ahead and help us out. 

Senator Grassley. Let me tell you why we will move, because 
the majority of both Houses in the mandate of the last election 
have a responsibility to move. The public isn’t going to understand 
that if the House Republicans move that there is somehow a con- 
stitutional reason for us to slow things down, and we are going to 
do that. Republiceuis in the Senate are going to suffer the same 
way as Republicans in the House do if we don’t show the people 
that we can govern, that it is no longer business as usual in this 
town. 

Chairman Shaw. Yes, sir. Thank you. We welcome your remarks 
and thanks for coming over. 

OK, on the next panel, we have got Congresswoman Meyers from 
Kansas, Mr. Hutchinson from Arkansas, and Mr. Talent from Mis- 
souri. If they would take the witness table, we have your full state- 
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merits which will be made a part of the record. Please feel free to 
summarize or proceed as you see fit. 

I will tell you what I mentioned before the Senators sat down, 
we are enforcing the 5-minute rule today. We have a lot of wit- 
nesses; we have a long day; and we want to move along. 

The three of you have been very much on the forefront of this 
entire issue. We appreciate your remarks. They are very important 
to this Committee. 

Thank you. 

Mrs. Meyers. 

STATEMENT OF HON. JAN MEYERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KANSAS 

Mrs. Meyers. Thank you, Mr. Shaw. And thank you for holding 
this hearing and for the opportunity to address it. 

I am going to start with a couple of statistics that I think you 
have probably all heard before, but they bear repeating. In just 5 
years, 80 percent of minority children and 40 percent of all children 
in this country will be bom out of wedlock unless we make some 
changes in the way that we are doing things. 

Another statistic that I like to quote is that if you graduate from 
high school, get married, and don’t have your first child until you 
are 20, of that group of people, only 8 percent are in poverty. But 
if you don’t graduate from high school, don’t get married, and have 
your first child as a teen, of that group of people, 80 percent are 
in poverty. 

I think that the policies of the Federal Government have been 
causing not only our teenage pregnancy problems in this country, 
they have been causing our enormous growth in poverty. A couple 
of years ago I authored a welfare reform bill that would accomplish 
the following goals. 

Welfare reform should cost less, not more. It should end the enti- 
tlement nature of AFDC first, and ultimately other entitlements. If 
it costs more, it is not welfare reform, it is welfare expansion. We 
have got to make sure that we are spending less. 

The second goal; reform should give the States maximum flexibil- 
ity to devise plans, including work programs that work for them. 
What works in New Jersey is not going to work in Kansas and vice 
versa. That was proven in 1988, when we thought we had reformed 
welfare. What we did cost $13 billion on work programs and day 
care programs, and still find less than 1 percent of the welfare pop- 
ulation working. It was a disaster, a dismal failure, and we should 
not try it again. 

Finally, in giving flexibility to the States, we should have two 
Federal mandates, and I think there should be a national state- 
ment on these two issues. One, there should be no AFDC unless 
both parents are 18, and I am not saying take away other benefits, 
I am saying take away the monthly cash grant, AFDC; and the sec- 
ond Federal mandate should be there should be no AFDC monthly 
cash grant at any age until that father is absolutely identified. Of 
course, the father is supposed to be identified now, but we get an 
awful lot of “well I don’t know,” or “I think it was Bill Jones.” We 
need specific identification with name and middle initial and date 
and place of birth so we know exactly who that person is. 
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I have a feeling that when that young man knows that he is 
going to be forever identified as the father of that child and that 
the moment he earns $20,000 a year, we are going to come and 
take a part of that for every child that he has fathered, we will 
be^n to get some responsibility on the male part of this partner- 
ship. And that is extremely important. 

I think those principles that I just outlined — costing less; maxi- 
mum flexibility to the States; no AFDC until 18 or vmtil the father 
is identified; are not in conflict with the Personal Responsibility 
Act in the Contract With America. In fact, they are very much in 
line with it. 

My bill deals first with AFDC because I am concerned that if we 
cap AFDC, SSI, housing subsidies, food stamps and nutrition pro- 
grams at one time, we might encounter great opposition from var- 
ious special interest groups who would coalesce around a “no,” 
rather than becoming part of a creative answer to the current wel- 
fare problems. We would then have lost the opportunity to restore 
responsibility to families and lower our national poverty level. 

My second concern with the Contract is that the cap seems to be 
virtually the same as an entitlement. It allows for growth both in 
inflation and in poverty population. How does this differ from an 
entitlement? I think, as I understand it, the Committee is looking 
very carefully at this and will probably devise a tighter cap than 
is in the Contract With America. 

The rest of my testimony, Mr. Chairman, is again more statistics, 
and I think you can read that for yourself. The birth rate of unmar- 
ried teens aged 15 to 19 increased 90 percent between 1970 and 
1990, and if that isn’t enough to indicate to people that we are 
going in absolutely the wrong direction, I don’t know how much 
evidence it is going to take. 

I thank you very much for holding this hearing and I would be 
happy to respond to questions. 

[The prepared statement follows:] 
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Tastlnony of tha Honorabla Jan Meyara (3rd-XS) 
Bafora tha Haya and Kaana Huaan Keaourcaa Subconmittaa 
January 30, 1995 


Thank you, Mr. Chalman, for tha opportunity to address the 
conialttee. A couple of years ago 1 authored a welfare refora 
bill that would accoapllsh these goals: 

A. Welfare ref ora should cost leas, not aore. It should end tha 
entltleaent nature of AFDC first and ultlaately other 
entitlements. 

B. Refora should give ths states aaxlmua flexibility to devise 
plans — Including work programs — that work for them, with 
only two federal mandates: 

1. no AFDC monthly cash grants unless both parents are over 
18, 

2. no AFDC monthly cash grant (at any age) until the father 
Is absolutely Identified. 

Both of these mandates should be forward looking. 

These principles are not In conflict with the Personal 
Responsibility Act In the Contract with America. My bill deals 
first with AFDC because I am concerned that If we cap AFDC, SSI, 
housing subsidies, food stamps and nutrition programs at one 
time, we will encounter great opposition from various special 
interest groups who will coalesce around "no," rather than 
becoming part of a creative answer to the current welfare mess. 
Then, we will have lost the opportunity to restore responsibility 
to families and lower our national poverty level. 

My second concern with The Contract proposal Is that the cap 
seems to be virtually the same as an entitlement. It allows for 
growth In both Inflation and poverty population. How does this 
differ from an entitlement? 

I want to assure the connlttes that I absolutely believe we 
are moving in the right direction. Our past policies have hurt 
those we are trying to assist, and has allowed abuse and 
mismanagement In these programs. 

Between 1970 and 1990, the birth rats of unmarried teens 
aged IS to 19 Increased 90%. Ths highest rats of increase— 

110% — was among unmarried white teens. He must reverse our 
spiraling out of wedlock birth rate among teens for many reasons. 
Research has shown that: 

• adults who grew up In single-parent families completed 
fewer years of school, 

• single parenthood Increases the likelihood that a young 
girl will become a single mother herself, 

• the absence of a father has an especially negative 
Impact on the educational attainment of boys. 

Nicholas Davidson, author of Life Without Fath er — America's 
Greatest social Catastrophe in the 1990 winter fgllcy RgylfiM 
finds that the proportion of single-parent households In a 
community predicts Its rates of violent crime and that children 
from single-parent families are more susceptible to drug use to 
cope with depression and anxiety. 

Other researchers have pointed out that precisely those 
young girls who view themselves as having poor job or marriage 
prospects obtain a guarantee of medical and monetary benefits, as 
well as social standing by haviitg a child. I certainly do not 
wish to absolve teenage boys and young men of their 
responsibility in childbearing. That is why I also support an 
absolute paternity requirement — tha first step In establishing a 
child support award. 

In closing, I would like to reiterate ay guiding principles 
for welfare reform. Whatever we do must cost the American 
taxpayer less, not more, as It has in the past. It must also 
reduce the incidence of teenage out-of-wedlock births and must 
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reduc* the overall welfare caseload. 

To accomplish these things, I strongly urge the Members of 
this Committee to support provisions In the Contraot with America 
which will create a block grant for AFDC monies, deny cash 
benefits to teenage girls who bear children, and require that 
paternity be Identified before any child can receive welfare 
benefits. I would like to continue to work with the committee In 
this area where my Interest extends back to my State Senate days. 

Again, thank you, Mr. Chairman, for the opportunity to 
discuss this vital Issue with you. I will be happy to answer any 
questions, you or Members of the Committee might have. 
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Mr. McCrery [presiding]. Thank you, Mrs. Meyers. 

Mr. Talent. 

STATEMENT OF HON. JAMES M. TALENT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSOURI 

Mr. Talent. I thank the Chairman for the opportunity to discuss 
the most serious threat facing America today, the astronomical 
growth in the out-of-wedlock birth rate. At the outset of the war 
on poverty, the out-of-wedlock birth rate of the United States was 
roughly 7 percent. A generation later the number of babies bom 
into fatherless homes has skyrocketed. One of three children bom 
in the United States is bom out of wedlock. In many low-income 
communities the illegitimacy rate is almost 80 percent. 

This means that there are many communities in the United 
States where four out of five children are bom into a family and 
in fact a culture where fatherhood, as most Americans understand 
the term, does not exist. Children in these circumstances have 
bleak prospects for succeeding in life. They are three times as like- 
ly to fail in school, twice as likely to commit crimes and end up in 
jail, and the teenage girls are almost twice as likely to bear chil- 
dren out of wedlock themselves. 

Mr. Chairman, I never have and I hope I never will treat welfare 
recipients as the culprit in this tragedy. They are more sinned 
against than sinning. They were often raised in material poverty 
for which they were not responsible and then lured into a condition 
of dependency by a government which should have known better. 

As President Roosevelt said. 

The lessons of history confirmed by the evidence immediately before me show con- 
clusively that continued dependency upon relief induces a spiritual and moral dis- 
integration fundamentally destructive to the national fiber. To dole out relief in this 
way is to administer a narcotic, a subtle destroyer of the human spirit. 

In short, the question before this Committee today is are any of 
us satisfied with an out-of-wedlock birth rate that the President 
has said will soon be 50 percent, and if not, what in the context 
of welfare reform are we prepared to do about it? 

In answering this question I want to address specifically the 
problem of cash and cash-related welfare payments which Mrs. 
Meyers referred to. The age-old dilemma in welfare is how to pro- 
vide assistance in a way that will not be misused and will not tend 
to encourage the condition which makes assistance necessary. In 
this regard, not just the size but the structure of the benefit pack- 
age is important. Cash benefits are particularly dangerous. 

They are the most seductive to potential recipients. They are the 
easiest to misuse, and once received, they make the recipient an at- 
tractive target for exploitation. 

For these reasons, the legislation that Mr. Hutchinson and I filed 
last year woiold have prohibited cash and cash-related benefits for 
prospective welfare recipients when the basis for qualifying for wel- 
fare is an out-of-wedlock birth and if the parent is under 21. I be- 
lieved then and believe now that providing cash to young single 
moms is usually a bad way of trying to help them from almost 
every perspective. 

The Personal Responsibility Act is an important step in the di- 
rection of reform, but frankly only a small step. To see how small 
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this step is, consider this: This aspect of the bill will have no im- 
pact whatsoever on any current welfare recipients or on a mini- 
mum of 95 percent of the new recipients in any given year. Let’s 
see how this small but important change would operate in practice. 

As I said above, in any given year no more than 4 to 5 percent 
of the new caseload consists of new moms 17 or under. After the 
Personal Responsibility Act went into effect, that number would go 
down. 

Since the act begins to tell young people the truth — that parent- 
hood means responsibility and sacrifice, not independence and se- 
curity — fewer teenagers would meike the decision to become unmar- 
ried moms. But of course a number would become pregnant none- 
theless. These moms would continue to be eligible under the bill for 
food stamps, health care, energy assistance and all the other bene- 
fits they are now, but not federally funded cash benefits. 

Instead, the States would have wide discretion to offer them 
other kinds of real assistance. I hope that these young people will 
all have to consider the alternative of adoption. Any responsible 
welfare system will gently but clearly confront unwed teenage par- 
ents with the question whether their child would be better off being 
raised by a mature couple. Many young parents will decide this 
question in favor of adoption, but no matter how they decide it, the 
very act of confronting this alternative is part of the process of un- 
derstanding the sacrifice necessary to raise a child. 

Other young parents would decide to keep their children. Of 
these parents, many would have some family resources or work 
skills at their disposal. These parents might only need Medicaid or 
subsidized day care or transportation vouchers or parenting classes 
or some other discrete assistance in order to raise their children. 

Under the PRA, the States would for the first time have real 
flexibility to match assistance to the unique needs of these young 
parents. There will be a fraction of single teen moms who want to 
keep their children but who have no skills of their own and no fam- 
ily resources. Under the PRA, the States would be empowered to 
use Federal money for the kind of care these children really need — 
residential care in a closely supervised nurturing environment 
where they can be taught work, parenting and life skills. 

Mr. Chairman, these teen moms are children themselves, often 
living in drug- and gang-infested neighborhoods with no family to 
speak of. They need protection and care, not a cash benefit from 
an impersonal bureaucracy that will leave them vulnerable to 
greater exploitation. 

Mr. Chairman, the movement in the PRA away from cash bene- 
fits affects only a small fraction of the prospective caseload and 
only as regards Federal funding. It is the least we can do and still 
honestly say that we are changing the existing system at all. 

I urge the Committee to stand firmly by this portion of the PRA. 
Without it, we will lose our best chance and maybe our last chance 
to attack the problem of illegitimacy by basing the welfare system 
on the dignity of work and the power of healthy families. 

I thank the Chairman. 

[The prepared statement follows:] 
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Testimony of Congressman James M. Tatait 
Presented to the Subcommittee on Human Resources 
January 30, 1995 

Mr. Chairman, thank you for the o|^rtunity to discuss the most serious threat facing 
American civilization as we l^w it: the breakdown of the traditional two-patent funily. 

At the outset of the War on Poverty, the out of wedlock birthrate in the United States 
was roughly 7 percent. Now, 30 years later, after ^rending trillions of dollars on programs 
designed to end poverty, the number of babies boro into fiitherless homes has skyrocketed. 
One of three babies boro in the United States is boro out of wedlock; in many low-income 
conununities the illegitimacy rate is almost 80 percent. This means that there are many 
communities in our country where 4 out of S children are boro into a fotnily, and in fact a 
culture, where fatherhood as most Americans understand the term does not exist. 
Furthermore, President Clinton has said that the overall number of children boro out of 
wedlock will climb to 1 out of every 2 children in the next five years. 

Children in these circumstances have bleak prospects for succeeding in life; they ate 
three times as likely to fail in school, twice as likely to commit crimes and end up in jail, 
and, the teenage girls are 164 percent mote likely to bear children out of wedlock 
themselves. 

Mr. C hairman , any reasonable person looking at these statistics would conclude that 
the losers in the War on Poverty were the very people we tried to help. But, we should not 
look upon these trends as mete statistics. They represent a dramatic change in the 
composition of our nation, and a change that is not compatible with a compassionate, civil 
and just society. 

Our nation is based on the values of faith, marriage, discipline, and respect for 
others. The family unit has always been the primary means of transmitting th^ values. 
When the family msappears, there is no mechanism that is consistently able to instill these 
values in the next gercration of children. Strong families are the foumlation of a strong 
country. When tl^ foundation is weakened, the whole bouse is in danger. 

As our country ^roaches a SO percent out of wedlock birthrate, it is apparent that 
our foundation is in serious jeopardy. The current welfare system is a major reason for this 
tragedy. History has proven that die two most effeedve and-jwverty programs are work and 
marria^. Yet, the goverrunent has devised a system that subsidizes out of wedlock births, 
rewards young men for being irresponsible, and lures young women into a course of action 
that is destruedve for them, their children, and society. Our welfare system offers even 
teenagers up to $15,000 per year on the condition that they do not won and do not marry 
an employ^ male. These incentives have made marriage financially irrational and 
converted the low-income working husband from a necessary breadwiruier into a net 
financial handicap. 

Once those young people are in the system, the cash benefits, public housing, health 
insurance, food stamps, and myriad of other benefits make them take a profound *leap of 
faith" if they decide to leave the system. This trap produces a dependency which is our 
national equivalent of a Berlin Wall, separating an entire segment of our society from the 
American Dream. Mr. Chairman, I never have, and I hope 1 never will, treat welfare 
recipients as the culprits in this b^edy. They are mote sinned against than sinning. They 
were often raised in a material poverty for which they were not reqwnsible, and then lured 
into a condition of dependency by a government which owed them mote than good 
intentions. Keep in mind the words of the author of the original ADC program. President 
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Franklin D. Roosevelt: "The lessons of history, confirmed by the evidence immediately 
before me, show conclusively that continued dqieadence upon relief induces a spiritual and 
moral disintegration fundamentally destructive to the national fiber. To dole out relief in 
this way is to administer a narcotic, a subtle destroyer of the human spirit." 

Today's headlines confirm the prophetic words of President Roosevelt. Everyday, 
stories pour in from across the country indicating that the casualties of this system are 
children, living in the chaos that is rampant in our urban neighboihoods. Last year, in a 
drug raid of an apartment in Chicago, j^lice found 19 chUdren-the oldest 14 years old, the 
youngest one-living in squalor among fUth, cockroaches, and broken windows covered with 
old blankets. When the police enter^ the apartment, they found five children asleep on the 
floor in their underwear and others gnawing a bone with a dog. On October 13, 1994, five- 
year-old Eric Morse was pushed from a 14th floor window of a South Side housing project 
in Chicago for refusing to steal candy for two other boys. The two boys, 10 and 11, were 
charged, as juveniles, for the murder. Eric’s older brother. Derrick, fought with his 
brother’s attackers to pull Eric from the window, but finally lost his grip when one of the 
boys bit his arm. On December 3, 1994, a 12-year-old boy was fataOy stabbed in the chest 
after he reportedly taunted a 13-year-old in the playground of a Bronx housing project. 

Louis Pagan, the older boy, was charged with murder. And, the violence is prevalent even 
right here in the District of Columbia; in fact, a minority adolescent male living in our 
nation’s capital has a higher likelihood of being killed than an American soldier did in 
Vietnam. 

Mr. Chairman, these are not isolated incidents. They ate indicative of the 
widespread social chaos resulting from a breakdown of the family. Our nation, with the 
best of intentions, has through its policies destroyed the family in communities where 
welfare is prevalent and as a result is destroying the herpes, dreams and the futures of the 
children we want so desperately to save. It is hard to imagine how we could have done 
worse. The question before this committee today is, "Are any of us satisfied with on out of 
wedlrxk birthrate that will soon be SO percent and, if not, what in the context of welfare 
reform are we prqiared to do about it?" 

In answering this question, I want to address Sjpecifically the problem of cash and 
cash-related welfare payments. Ihe age old dilemma in welfare is bow to provide assistance 
in a way that will not be misused and that will not tend to encourage the condition which 
makes assistance necessary. In this regard not just the size but the structure of the benefit 
package is important. Cash benefits are particularly dan^rous, because they are the most 
seductive to potential recipients, they are the easiest to misuse, and once received, they 
make the recipient an attractive target for eiqiloitation. For these reasons, the legislation I 
filed last year would have ended cash and cash-related benefits for proqie^ve welfare 
recipients, when the basis for qualifying for welfare is an out of w^ock birth, and if the 
parent is under 21. I believed then and believe now that providing cash to young single 
moms is usually a bad way of trying to help them from ahnost every perspective. 

The Personal Responsibility Act is an important stq> in the direction of reform, but it 
is frankly only a small step. It would end only the AFDC cash payment, only for single 
parents 17 or under, and only insofar as the cash payment is federally funded. To see how 
small this step is, consider that this aspM of the bill would have qq impact whatsoever on 
any current welfare recipient or on a minimum of 95 percent of the new recipients in its 
first year. 

Nevertheless, Mr. Chairman, the change is important. Let us see how it would 
operate in practice. As I said above, in any given year no more that 4-5 percent of the new 
welfare caseload consists of unmarri^ moms 17 or under. After the Personal Responsibility 
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Act went into effect, that number would go down. Since the Act begins to tell young p^le 
the truth— that parenthood means responsibility and sacrifice, not independence and security, 
fewer teenagers would make the decision to become unmarried moms. But of course a 
number would become pregnant nevertheless. These moms would continue to be eligible for 
food stamps, health care, energy assistance, and all other benefits as they are now, but not 
federally funded cash benefits. Instead the states would have wide discretion to offer them 
other lands of assistance, which would, I expect, include the following: 

First, I hc^ that these young people will all have to consider the alternative of 
adoption. Parenting means acting in Ae best interests of children. Any responsible welfare 
system will gently but clearly confront unwed teenage parents with the question of whether 
their child would be better off being raised by a mature couple. Many young parents will 
decide this question in favor of adoption. No mother should ever be forced to give up her 
child, but the very act of confronting the alternatives is part of the process of understanding 
the sacrifice necessary to raise a child. 

A number of these young unwed parents— and they only constituted about 4-5 percent 
of the caseload to begin with-would choose adcqrtion. The states are empowered and 
encouraged under the PRA to assist the adoption process in every respect. Many other 
young parents would decide to keep their children. Of these parents, many would have 
some family resources, or work skills, at their disposal. These young parents may only 
need Medicaid, or subsidized day cate, or transportation vouchers, or parenting classes, or 
some other discrete assistance, in order to raise their children. Under the PRA, the States 
have maximum flexibility to match assistance to the unique needs of these young parents. 

There will be a fraction of these single teen moms who want to keq> their children 
but who have no skills of their own and no family resources. Under the PRA, the Slates 
would be empowered to use federal money for the kind of care these children really need- 
residential care, in a closely supervised, nurturing environment where they can be taught 
work, parenting, and life skills, and have some hope of eventually being able to provide for 
themselves. Mr. Chairman, this group home conc^t has been criticized as unaffordable. I 
remind the committee that we are talking about at most 1 or 2 percent of the new caseload 
every year. I say that we carmot afford aei to empower the states to provide group homes 
in these circumstances. Those teen moms are children themselves, often living in drug and 
gang infested neighborhoods with no family to speak of. They ne^ protection and care, not 
a cash benefit from an impersonal bureaucracy that will leave them vulnerable to greater 
exploitation. 

Mr. Chairman, the movement in the PRA away from cash benefits affects only a 
small fraction of the prospective caseload, and only as regards federal funding. It is the 
least we can do and still honestly say that we are changing the existing system at all. I urge 
the committee to stand firmly by this portion of the PRA. Reducing Ae out of wedlock 
birthrate must be the highest priority of any welfare reform legislation. Without it, we run 
the risk of merely making the current system a more efficient destroyer of families. 

Without it, we will lose our best chance, and maybe our last chance, to attack the problem 
of illegitimacy, by basing our welfare system on the dignity of work and the power of 
healthy families. 



536 


Mr. McCrery. Thank you, Mr. Talent. 

Mr. Hutchinson. 

STATEMENT OF HON. Y. TIM HUTCHINSON, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF ARKANSAS 

Mr. Hutchinson. Thank you, Mr. Chairman. 

I appreciate the opportunity to address you on the issue of wel- 
fare reform today. We have huilt a welfare system in which the 
main beneficiaries are not the poor, but those whose livelihood is 
the poverty industry. Federal welfare has failed miserably. 

America for more than a century-and-a-half did not have a na- 
tional welfare system, but Americans always found a way to help 
the down and out, the hurting, and the less fortunate. Since the 
declaration of the war on poverty in the sixties, we have spent tril- 
lions on welfare programs while not significantly reducing poverty, 
but the perverse incentives built into the system have contributed 
greatly to the disintegration of the low-income family. 

This system essentially offers each mother a package of benefits 
worth between $8,500 and $15,000, depending on the State. This 
paycheck is subject only to two conditions, she must not work and 
she must not mar^ an employed male. One sad result of this sys- 
tem is that marriage has become economically illogical for low- 
income parents. 

The low-income working husband is no longer the chief bread- 
winner, but instead a net economic handicap. The institution of 
marriage, designed to care for and nurture children, becomes a fi- 
nancial penalty for low-income parents who enter it. We have al- 
ways had a poor class in our society, but because of the system that 
Washington has created, we now have not a poor class but a wel- 
fare class. 

This welfare culture now spans three generations. Children 
reared in families that receive welfare are three times more likely 
to be on welfare when they become adults. Of the 4.5 million 
households currently receiving AFDC, well over half will remain 
dependent on the program for over 10 years. Our welfare system 
isn’t a life preserver but a lead weight. 

But the greatest tragedy of our welfare system has been its im- 
pact on out-of-wedlock births. During the 30 years of the welfare 
state, illegitimacy has soared from 4 percent of all births to an as- 
tonishing 32 percent. It is clear, Mr. Chairman, that we must have 
dramatic and fundamental changes in a welfare system gone awry. 

We must not make the mistake of the cook who thinJks that by 
adding a pinch more salt or a teaspoon more soda that there will 
be a radically different outcome. When it comes to welfare, we need 
a whole new recipe. In recent years, there have been numerous 
welfare reform efforts. All have been incremental in nature, all 
have involved more government programs, all have failed, and in 
fact have exacerbated the system. 

I believe that the Personal Responsibility Act included in our 
Contract With America will finally end welfare as we have known 
it. It will comprehensively change the system because it includes 
serious work requirements and the end of the individual entitle- 
ment nature of welfare, a cap on spending, a family cap that would 
prohibit increased welfare for additional children bom while on 
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welfare, a requirement for paternity establishment, greater State 
flexibility, and most importantly, an elimination of the subsidy for 
unmarried teenage mothers. 

The link between welfare benefits and the rise in out-of-wedlock 
births has been documented in a number of recent studies, which 
I include for the record in my written comments. 

Professor C.R. Winegarden at the University of Toledo, “AFDC and Illegitimacy 
Ratios: A Vector Autoregressive Model,” Applied Economics, March 1988, pp. 1589^ 
1601; Professors Shelley Lundberg and Robert D. Plotnick of the University of 
Washington, “Adolescent Premarital Childbearing: Do Opportunity Costs Matter?,” 
June 1990, paper presented at the May 1990 Population Association of America 
Conference in Toronto, Canada; (M. Anne Hill and) Professor June O’Neill of Baruch 
College, “Underclass Behaviors in the United States: Measurement and Analysis of 
Determinants,” New York: City University of New York, Baruch College, March 
1990, p. 28, research funded by grant no. 88 ASPE 20 lA, U.S. Department of Health 
and Human Services; Professor Robert Hutchens of Cornell University, “Welfare, 
Remarriage, and Marital Search,” American Economic Review, June 1989, pp. 369- 
379. 

But common sense drives us to the conclusion that a system that 
says to a teenage girl we will give you a government-subsidized 
apartment, government-subsidized health care, food stamps, child 
care, and a cash allowance on the only condition, the condition that 
you not get married, not get a job, that you have a baby, that such 
a system will result in more and more of out-of-wedlock births. 

At the Blair House welfare session this past Saturday Senator 
Moynihan made a dramatic presentation on the growth of illegit- 
imacy. Then the President asked Senator Moynihan whether he be- 
lieved that denying cash benefits would reduce out-of-wedlock first 
births. He replied that he didn’t know, but that it was worth a try. 

Indeed it is. Critics assert that it is heartless to deny cash bene- 
fits to unwed teenage mothers, but true compassion will end this 
insidious subsidy, true heartlessness will continue it. 

Finally, Mr. Chairman, it is clear to me that the great untapped 
resource in the welfare reform debate is our chimches, synagogues, 
and charitable institutions. Many of oiu: States and cities are redis- 
covering this great fact. 

I would point to the work of Mississippi Governor Kirk Fordice 
in this area. I am enclosing an article on his Mississippi Faith and 
Families Project. If every church in America adopted one welfare 
family each year and supplemented government public assistance 
with compassion, support, encouragement, and accountability, 
America’s welfare class could be infused with a new sense of dig- 
nity and hope. 

Mr. Chairman, we have to be willing to try some completely new 
ideas. We need to rebuild the welfare system and bring new hope 
to its recipients. 

I appreciate very much the work that this Committee and its 
Chairman has done on this issue. Appreciate your indulgence 
today. 

Thank you, Mr. Chairman. 

[An attachment to the prepared statement follows:] 
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Ileal welfare reform 

Mississippi's challenge: Will tlwcliurdi lx tlw church? 


Mississni|ii j:<ivcrii<ir kirl. I nrdicv. I^is Ucpan- 
incMi o( lliim;in St-rvices director. OrcRg 
l']itllip<;, and hi'- officiat '.pokesman. lohn 
Arlcdy,!.'. '■'.a in tlic RiivL-rnur's 20th- floor go\- 
I'riiiiiL'iii uPTict in lacksun. Miss.. month.saKo. 
disriissinfi the- upcoming year's agenda 
1 vL'ntuall\ llic topic turned to welfare. 

Alruadi- Mr. hurdice's staff had managed 
since i-cb lyyjJ to decrease the stale's i\hDC 


n»IK — the Aid m tamilies with Dependent 
(..h^dren prc^^m-uiikhismost communh 
associated with wetfare— Awn about M.ONl 
ioSS.IX». 

\aiionaiK- 4.1 million an enrtdled The 
governor's crew cut iheir nuirdwrs tn ‘skim- 
ming the cream off the top' of their Al-DC 
recipients poc^ Sat'S Mr. Phillips, in other 
words, they concentrated on securing job 


I pliuemeiil for .\IIK "s most 
iiididaiev 

I'xji ni M'l'kiiig lunher progress, the (.0- 
■Ai oil! Ki polilicdn hofdice — n self-made 
trisiiticlion coniraciur wlin came from 
noivticn- to defeat incumbent Democrat Hay 
Mavhiis in 19S2— and his iw'o aides were 
siumpid. 'Uhat in the world do we d<i now?" 
Mr I'liillips recalls them osseniioily thinking 
out loud. 

-\s (hey lirainsiormcd. they looked out tlte 
goeernnr's large wirtdcnvs. The viesv is spectac- 
ular i'irst is the slate capilol dome, resplen- 
dent \sith its gulden eagle, (hen several churclt 
steeples amongan amalgam of governmcni 
and business buildinp: finalh'. in the distance, 
are large clumps of trees looking like green 
isl.u\ds in a welfare ocean called VA^est jackson 
"All (hat really is underneath 
those trees are a lot of folks 
wishing they had some hope.' 
Mr. Phillips says. 

As the Three talked . an idea 
emerged. In essence, they 
began (o formulate a plan rhar 
would combine the power 
residing under the capitol 
dome's eagle arul the compas- 
sionate direction represenled 
by (he church steeples to offer 
hope lo drowning welfare 
recipients. 

Fasiforwaid. It's been 
months since that meeting, 
and on Oct. 19 Mr Fordice 
held a news conference afier 
speaking with about forty of 
the stale’s top religious leaders. 
There he anrwunced aji ambi- 
tious initiative entitled ‘The 
Mississippi Faith and Families 
Project' 

The remarkably simple plan 
will maich via 'blind profiles' 
from a specially programmed 
state computer a local volun- 
leer church with an interested 
wcf&ve bmily living within two 
miles of the church. [If the 
churdi is in an afDueni area, it 
will get a suitable match from 
hs broad geographic area.) The 
welfare families will be drawn 
iniiiaUy from AFDC recipients 
already voluntarily seeking 
state job training. The goal is 
for churches and syna- 
gogues — Mississippi has 5,000 
total — Id provide that job train- 
ing. along with intangibles like 
compassionate emotional and 
physical care and tough lo\e. 
and eventually lift the fiun Jy uff 
the government rolls and into 
n-tf-refiance. 
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\ visi«iiil»irilii‘.|»<it;fatti»N "I rj I IKuni ivIktc ihr iii\ I'kinipi Mrt 

, llK »inliMsliinnnltlu'iv|x- wvvf irit-U Iwsiil LJIJUj JJLil (usofcliurrlii'MNKnitucdfjnlv if 

.. * i <)l Lon^n^iiniiy iiiiiTjt'Uou wiirLi-tl»ii(li<iirciirn*nt . j , j they aRrcr hi iliuiTUiin kindMil 

I t : iiiid iieiRhlt(irh<i<Hl spirit svston isn't workini;,'' ihing-s^" 

I- V. tital (ince existed III litis Mr. M»K»n.-sa«l.''SonK‘- tt/lll 1 m 'I’li'i Mr.1hiRpeiinnd(MlH'rss;iv 

(oiiniPitx'fofc-tln'povernfnemevfrdccided thinj; else has H> be JjJJJ.J^ iJj_^ they are enciiuraged by tlie Rov- 

iij invent wellare." Mr. hordice said ul the done We'd clieai our- .w"| , j , ,f ernor's bold initiative and his 

)iress conference. "I see a baptist deucun selves and our state and i^xJjJU-T UJ desire to involve thorn on an 

liclpiiiRuyouiiRmoiherfindaiohailtisctun- oor nation ifwe failed to (/wij'j ongoing basis in the project's 

pany; a proup of United Methodist Women move forvvard tm this." jJ^jJsli^ development. 'There are ROing 

helping tutor an at-risk' student in English, a The state has six ''i ij 1 i /1 rjVl I to be some misfires before were 

member of a lewish synagogue enrolling a regional meetings J^LtJjJJ all said ind done.' acluiowledges 

lamily's children in their members' child-care planned before Thanks- Mr. Phillips, 

program; or a Catholic priest arranging trans- giving to explain their * - -••• Mr. Phillips says they have no 

ponation forafatherwhoisdGsvnunhisludc initiative lo local minisiefs. and a major effort desire to create a regulator)' monster. 'We 
This isihe rypeofposiiiveinvolvement that planned to orient case workers and educate want to take the regulation off.' he said. 

Rox'cmmcnt could never provide Meeting and recruit a volunteer pool of AFDCrecipi- 'What ive envision is an ability to be flexi- 

physical needs is an important pan of ihK ents. But even before the first meeting, post- ble — We don't want tobestiuaored to say. 
project, but the spiritual benefit tins effort tive response from local churches artd many "You have lo do it this way" Churches v^•illcre- 
could bring about is even more crucial.’ AFDC recipients was "overwhelming.* says ate review boards, and screen "blind profiles’ 
Predictably, the governor's announce- Mr. Phillips, the DHS director "Many lAFOC of several nearby welfare candidates. They 
mem was met with disdain by tire local diap- recipients) have demonstrated time and time will be encouraged to choose the candidate 
ter of the ACLU . which asked for a meeting again that they want off puUicaaistance' for whom they as a church are best equipped 
with the governor to discuss the 'potential Currently in Mississippi, the average wel- to provide the basics of education (often in 
ramifications'' of Mr. Fordice's propel. fare famity is a single mother (80 percent of the form ofa CED), job training, and life skills. 

'1 have nothing to say to those people,* whom are black) with two to three children From a list of five or six local candidates for 
saidMr.Philljps.*Wehaveaskedthechurch- receiving $120 from AFDC. S304 in food help.oneehuichoperaiingiisownday-care 
es to help get people off of welfare. How do stamps, a S3S0 HUD housing allowance. S&4 center might choose to help a single mother 
vou attack that?’ And notable liberals tike in utilities vouchers, as well as an undeier- interested in developing day-care skills. 
Rims Barber, of the Mississippi Human Ser- mined amount in Medicaid — fora subtotal of Another church where a layman has a con- 
Mces Agenda, whimpered that 'this plan SSSSamonth. siruction position available might choose 

could make welfare recipients feel like they Mr. Phillips thinks that in a couple of their panicipant accoidingty. 
were begging again, and that is demeaning.’ years, another IS.OOO welfare Emilies could All. however, must bring a willingness to 

But Mr. Fordice's math tells the true story: be freed from what Mr. Moore calls *a cycle of offei time and energy to do what the state 
under his plan, people might actually get a continuous non-self support.* can't: In the words of Mr. Thigpen, that is 

dignified chance to reali 2 e themselves as full Already several Miutssippi dturches have ‘provide the compassion to meet the true 
humans instead of round numbers. made getting off welfrue either a membenhip rteedsofthehmtly but the accountability to 

Currently each of the state's welfare cas e criterion or goal. Several of those pastors make sure the family does not remain in ihe 
workers handles about 300 families, making it attended Mr. Fordicr's special relipous lead- condition that they’re in for any longer than 
impossible to offer appropriate personal ersgathermga/nongthmPhUReed.pastor ihi^’needbe;* 

ancmion and oftentimes ensuring that these ofVoice of Calvary Fdlowship, foursdedby MLPhiflipsbelievesthaisiinplyby'hoek* 
families don't progress beyond government natiorwlevar^pfical leader John Perkins. ing tvllllnf welfare reciplentk— many of 
handouts. ’With the help of these churches. Mr.ReedtoldVvbrldihatwhilesomeofihe whom typically don't anend church, he 

can involve an entire congregation in the pastors were skeptical, believing that Mr. sa\v-intoakwdct>ngregation.pTogTesswill 
liiTS ofa welfare family." said Mr. Fordlce. Fordice's true goal was simply to cut his ivel- already have been made. He cites statistics 
'insiiMfl of uiie »(aie employee handling farebudgei.hcchoosesio'takethcgovenior ’ from a Heritage Foundation study stiyiitR that 
paperwork for 3(X) separate fantilies. weoan and Gregg Phillips at their word — Do they t'ouihs involved at all in a church are SO per- 
have 300 church memben caring for one wel- really mean what theysay that their concern cent lesslikelyio dropout of school, commit 
fare family. In fact, if every church, syna- is to develop people and not simph’cuithe a crime, oe have an unwanted pregnancy, 
gogue, or religious organization in the state of budget?... Gw. Fotdice is making a good rry Even the Gannett-ownedCforion-Ler/ger 

.Mississippi would adopt at least one welfore and i would hope people would give it a newspaper, the state’s largest, editorialized 
family and bring them to self-sufficiency in chance to wotfc We've got lodo something,’ that the effort ’mafy be usefiil,' stating further 

one year, we could remove all of Mississippi's that the 'governor makes |a| valuable 

families from the welfttre rolls in 1 2 years." ^BQorest Thigpem president of the reminder" that "vne are our brother's keeper.’ 

Ronald Moore has signed on. Mr. Moore, Mississippi i^mily Council, also .^ndfromhisralherspectacularZOth-Ooor 
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Mr. McCrery. Thank you, Mr. Hutchinson, and thank all of you 
for your very good, well-thought-out, well-reasoned testimony. 

Now, if Ms. Dunn would like to inquire of oim witnesses. 

Ms. Dunn. Thank you, Mr. Chairman, and thank you, Mrs. Mey- 
ers and gentlemen. I, too, thought it was very clear and precise tes- 
timony, and I appreciated your summing up some things that we 
have been hearing for some time. 

I guess I am most troubled by what might be called an overview 
of this whole problem we are trying to face. A week or so ago Bill 
Bennett was here with a panel of people who looked at the values 
side of the ledger and they talked about a stigma attached to being 
an unwed mother or to being a young man who commits five preg- 
nancy acts in order to become a member of a gang, something like 
that. 

I would like to explore your thinking on what we can do right 
now with the ability that we have to influence legislation that may 
be a first step and then what you see the needs to be for us in our 
communities, in our churches in our Nation, and maybe even in the 
Federal Government as to solving this overall problem over the 
long term. 

Mrs. Meyers. Well, if I may, I think the pa 5 Tnent that the Fed- 
eral Government has been willing to give has made out-of-wedlock 
births not only acceptable, but in some instances, as you men- 
tioned, almost desirable. I think it has a great deal to do with val- 
ues. 

I think we need to begin to back off in a slow and compassionate 
way, and that doesn’t mean ending all benefits tomorrow. It means 
giving the States a great deal more flexibility, and withholding 
cash payments for young women under 18. I don’t know exactly the 
numbers on the Contract bUl, so let me talk about the numbers in 
my bill as an example. 

If you freeze AFDC and send it back to the States as cash grants, 
and do not permit benefits to anyone before 18 and unless the fa- 
ther is identified, at the Federal level that saves $8 billion over 5 
years. The significant part of it, in relation to your question is that 
because AFDC is a 55—45 percent program — the Federal level 55 
percent, the State 45 percent, when the Federal Government saves 
$8 billion, it frees up $6 billion at the State level, that they have 
been mandated to spend in a specific way. They are no longer man- 
dated to spend the money that way, and it frees that money up. 

It means that States are going to be able, if they have the flexi- 
bility, to handle those emergency situations. A young woman who 
receives food stamps and Medicaid and cein go on living at home 
is going to be fine. We know there are some who won’t be able to 
go on living at home, and the States will have $6 billion with which 
to respond to those emergencies with. I think that we can restore 
values and quit endorsing the idea of unwed parenthood at the 
same time that we are not punishing young people. 

Mr. Talent. I agree with Mrs. Meyers. I think that the block 
grants emerging in the bill should give the States discretion to use 
those funding lines affirmatively to provide incentives for the right 
conduct and to try and instill the right values. I wouldn’t want the 
Federal Government to tell the States how to do that. I think that 
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is a bad business for us to be getting in and I would make two 
other points in connection with that. 

One, I think while we ought not to control the means by which 
the States do this, it is very appropriate for the Congress to de- 
mand accountability, so that they are not continuing programs that 
don’t have the desired effect. 

And the second thing I hope, and this is just a general comment, 
I think Mr. Bennett is right in saying as a society we ought to 
move toward stigmatizing behavior. I think we can do that without 
stigmatizing people, and it is very important that we observe both 
ends of that equation, and I am sure that he would agree with me 
on that, that just as we say, look, there is some conduct that you 
ought not to engage in and that is wrong, but that doesn’t mean 
that we are going to abandon you if you do, and there is no reason 
we can’t walk that line. 

Mr. HtJTCHINSON. I think the distinction that Jim makes is very 
important. There does need to be a moral dimension to the issue; 
and the denial of the cash benefits does say this isn’t proper behav- 
ior and that our society doesn’t approve of the behavior. The denial 
of the cash to the under- 18s will provide us a small pool from 
which we can determine whether behavior is affected, and I think 
it will demonstrate that, in fact, out-of-wedlock births will de- 
crease, and the withdrawal of the massive Federal role will allow 
the States greater latitude, and I think they are going to do some 
very creative things in the private sector and the charitable sector 
into a greater supplementary and complementary role of what we 
have done on the government side. 

Mr. McCrery. Thank you, Ms. Dunn. 

Mr. Levin. 

Mr. Levin. Thank you. 

Let’s continue this because I do think it is worth seeking some 
common ground here. My own judgment is that welfare reform pos- 
sibilities will be enhanced if we look for what ties Members to- 
gether instead of what tears us apart or pulls us apart or separates 
us. So let’s talk about the tension between flexibility and Federal 
mandates. 

Your position is that there ought to be, as Mr. Talent says. 
States have maximum flexibility to match assistance to the unique 
needs of these young parents, and I think we share very deep feel- 
ings about the need to diminish births out of wedlock. But you 
don’t want to give the States the flexibility to provide a cash pay- 
ment under any circumstances, and also until the father, Mrs. 
Meyers says, is absolutely identified. 

Now, let me ask Mrs. Meyers what happens if the mother gives 
the name and the State is not able to follow through? 

Mrs. Meyers. Well, they are supposed to give the name now, Mr. 
Levin. 

Mr. Levin. But say they do. Say they do. 

Mrs. Meyers. And in those areas where there is a real attempt 
being made to identify the father, there is a high degree of success. 
Frequently the father comes to the hospital. If the social worker 
makes a real point of identifying the father on the very first con- 
tact that she has with the mother, there is a high degree of suc- 
cess. It is that 
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Mr. Levin. Let’s say in 15, 20 percent of the cases, whatever it 
is, no one is quite sure, there is an effort and the father disappears. 
Now, you are saying that the cash payment should be denied? 

Mrs. Meyers. Yes. In my bill, and I honestly don’t quite know 
what it says in the Contract bill on this particular instance a State 
could not use Federal money to make a cash payment. As I said, 
about $6 billion would be freed up at the State level to respond to 
emergencies, such as those cases where the young woman couldn’t 
live at home, or cases where it was impossible to identify the father 
for one reason or another. 

Mr. Levin. So the States could use those fimds? 

Mrs. Meyers. In emergency situations, the States can use State 
funds to assist as I say, for both under 18 and if the father is not 
identified. You would have to allow the States enough flexibility, 
but I do believe there should be a Federal mandate that will say 
that there should be no Federal moneys used unless both parents 
are 18 and unless the father is identified. I think there has to be 
some flexibility at the State level for States to be able to respond 
to true emergencies. 

Mr. Levin. What is the source of the State moneys? 

Mrs. Meyers. As I say, right now AFDC is a 55-45 program; 55 
percent 

Mr. Levin. Right, I understand. 

Mrs. Meyers. And food stamps is totally Federal, of course. Med- 
icaid is about a 50-50 program; 50, Federal, 50, State. I am not 
sure of the proportions on housing. 

Mr. Levin. OK. But so you are saying that States could use mon- 
eys that they otherwise would have matched to provide for those 
funds? 

Mrs. Meyers. Yes. I am saying that States make a large con- 
tribution to welfare right now, and a great deal of money would be 
freed up, not just from lower caseloads, which I firmly believe will 
happen, Mr. Levin. I think we will see a dramatic drop in teenage 
pregnancy, but there is also, I think, going to be a great deal of 
money freed up in the bureaucracy. 

I know that Governor Thompson of Wisconsin requested a vari- 
ance from the welfare program during the Bush administration. 
This is a Republican Governor, asking a Republican President for 
an exemption, and it took him 3 years, and a great deal of effort, 
to get that variance from the Federal program. There is an enor- 
mous amount of bureaucratic time and money spent in trying just 
to attempt an innovative practice. 

Mr. Talent. Could I add a brief comment to that, Mr. Chairman? 

Mr. Levin. My time is up. I hear Mr. McCrery tapping politely. 

Mr. Talent. I welcome the gentleman’s comments about finding 
common ground and I could not agree with him more. I got in- 
volved in this issue the middle of last year and found a real respon- 
siveness among people who were not of my philosophical persua- 
sion, but what Mrs. Meyers said I think is an important thing. 

The bill, because of its block granting, should free up a lot of 
State dollars which are now tied down in matches, and the States 
can fund things out of their own dollars that the bill prohibits 
being funded from Federal dollars. I will give you an example. 
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In this group home concept, if you have a young woman in a 
group home who is moving along in the curriculum, one incentive 
that the States could offer out of their own dollars is we will pro- 
vide a little cash for you because you are doing so well, that will 
be State funded. I mean this will open up opportunities for the 
States again to be flexible. The tension between how much flexibil- 
ity you allow and whether you have any mandates is something we 
are all going to encounter as we move down this road and people 
draw the line at somewhat different places. 

Mr. Levin. A lot of Governors don’t agree with that. 

Mr. McCrery. Thank you, Mr. Levin. 

Mr. Levin. Including Republican Governors with that kind of a 
Federal mandate. 

Mr. McCrery. Mr. Ensign will inquire. 

Mr. Ensign. Thank you, Mr. Chairman. 

Mrs. Meyers, you brought up a little bit about deadbeat dads and 
trying to pursue them, and I think that all of us would agree that 
we want fathers taking responsibility for the children that they do 
father, financial responsibility especially. 

I mean, obviously they are not taking any of the other kind of 
responsibility for them so at least we want to try to get them to 
have financial responsibility for their children. I don’t know if you 
are familiar with any of George Guilder’s works, but he mentions 
something in there and I think it is something that needs honest 
intellectual discussion, and that is when we pursue these deadbeat 
dads, do we then drive more of our economy under^ound because 
to avoid showing a $20,000 income, do they start going to construc- 
tion jobs that pay cash under the table? It is a legitimate concern 
I think in our economy, the more that we pursue, the more we end 
up hurting the overall system. Your comments? 

Mrs. Meyers. I think that is the next problem down the road. 
Right now I think what we really need to do is send a strong mes- 
sage to young men that they are going to be forever identified as 
the father of a child and that they cannot father five children with 
three different women and just walk away. 

I think we need to make a strong national statement that we re- 
quire the identification of that individual. I don’t think men are 
monsters. I think if they think that they will forever be financially 
identified as the father of that child, many of them may decide to 
be the father of that child. It is going to require an alteration of 
behavior. 

We have altered behavior tremendously in the last 20 to 30 years 
with our Federal policies, and I think we need to change it back 
to where you take responsibility for your own children. What you 
say may be true, but I am not as concerned about that as I am 
about the fact that people just walk away from their children. 
There is much evidence that indicates that young people, children 
who get a bad start in life — some of them, not all, but some have 
no structure — no father in their life, some don’t have enough food 
and clothing, and they are the ones who cause the problems, as Mr. 
Talent indicated in his testimony. They have problems all their 
fives with education, health, and crime. 

Well, what are our three big problems in this country? They are 
education, health, and crime. 
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Mr. Ensign. Right, there is nobody who wants to correct this 
problem more than I do. I grew up with a deadbeat dad who didn’t 
pay child support. Mr. Chairman, I would like to 3deld the balance 
of my time to Ms. Dunn. She has a question, if that is OK. 

Ms. Dunn. Thank you very much, Mr. Ensign. 

Mr. Talent, you spoke with sensitivity about an issue that must 
be sensitively handled, but has really troubled me, and that is the 
issue of your suggestion to gently coimsel young unwed mothers 
that they can give their child up for adoption. I just think that so 
many of our problems in this area start there, where the young girl 
in the effort to get away from her home has the child and then 
locks that child into this cycle of poverty and all the other nega- 
tives that we have been talking about. I just wonder if this sort of 
counseling is done now in a practical sense, and what are your 
thoughts on it? 

Mr. Talent. Well, very unevenly, and I would say nowhere near 
to the extent it should be. It is a win-win situation if it is done 
right. I mean, the statistics tell us what everyone knows, which is 
that the child’s life expectancies and hopes go up by thousands of 
percent if the adoptions occur. 

I agree with you and I think this will nudge the States in that 
direction because every time that a successful adoption occurs, the 
State has dealt with the problem then if for no other reason I think 
that they will encourage this kind of program. It has to be done 
carefully. 

One other point I would make, it is part of changing the system 
so it starts sending a truthful and right message. These are the 
kinds of difficult, gut wrenching decisions you have to make if you 
are adopting the right attitude toward yoiu* children. You have to 
make these difficult decisions, sind I think a teenager who decided 
to keep her child after clearly confronting the alternative of not 
doing it is in a much better position than to go ahead and under- 
stand, well, now I have made this decision, now I have to do this 
and this and so to be able to be a good parent. 

Ms. Dunn. Thank you. 

Mr. McCrery. Thank you, Ms. Dunn. 

Mrs. Kennelly. 

Mrs. Kennelly. Thank you, Mr. Chairman. I would like to get 
into this debate for just a moment. As we sit here in this lovely 
room, it is easy to talk about counseling the young woman to put 
her child up for adoption and that, yes, in the long run that child 
could be very much better off, go to another home where there are 
more comforts, two parents working, but I think we have to bring 
a little reality into this. Sometimes, in fact often, with the history 
of the world, there have been unintended pregnancies. When a 
child, the 17 and under person, is pregnant and then has the baby, 
that child becomes a mother, and there is a life connection, and so 
I think we should be very careful that when we speak about adop- 
tion that we realize that it is not as easy a decision as taking a 
child, making the decision to give up your child, and that histori- 
cally is a very difficult decision. 

Mr. Talent, I am looking at your testimony, and you say since 
the act begins to tell young people the truth that parenthood 
means responsibility and sacrifice, not independence and security. 
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fewer teenagers would make the decision to become immarried 
moms. Now, I just don’t think there are too many teenagers around 
reading the statutes that we produce. What are your other sugges- 
tions for letting people know this now is the intent. Are you talking 
about education in the schools? Are you talking about Planned Par- 
enthood help advising? 

Mr. Talent. Sure, the bill would allow the States discretion to 
try and deal with all kinds 

Mrs. Kennelly. I am talking about you. You are very active in 
this, you have got testimony. We have a problem here, we have a 
terrible problem, young people having babies, how do you perceive 
getting the word to them so they end this activity? 

Mr. Talent. I am trying to answer your question. I was in the 
State legislature for 8 years. I was a strong supporter at the time 
of trying to make certain that sex education was abstinence-based, 
for example, to try to send this message through the schools. I 
don’t thii^ it is appropriate for me as a Federal officer to try to 
mandate that the schools do it and the States do it in that way, 
that is up to them. 

That is the kind of avenue that I would pursue. In terms of let- 
ting them know about changes in the system, people don’t nec- 
essarily read the statutes, but I think they do become aware rather 
quickly of the options that are available to them in terms of a pub- 
lic subsidy, and I think the word would get out rather quickly that 
the benefit packages have changed, that the States’ expectations 
are different, that you now have to do thus and so and thus and 
so in order to get this kind of a benefit, so I think the word would 
get around pretty quickly. I certainly have no problem with sugges- 
tions about how to publicize it to make certain that people in that 
situation were aware of it, 

Mrs. Kennelly. So you are pretty well convinced that the reason 
for these teenage pregnancies is the fact there is a cash benefit? 

Mr. Talent. Yes, and the benefit package in general. I wouldn’t 
say it is just that, but the availability — I think if you look at the 
position that young people in these circumstances are in and there 
are other options, I think we have made it rational in the short 
term for them to decide to have kids that they otherwise want to 
have before they would have, normally have the child and ivithout 
being married. 

I think that is what the benefit package does, it makes it appear 
to be rational to do that, and I don’t think they are — ^in terms of 
the options they are facing, I am not even sure if I am saying they 
are making a mistake in terms of those options. What happens is 
they find out in the long term, having done this, that they are now 
set off on a road that is a dead end because, as Ms. Dunn said 
once, you have a child under those circumstances, you are not mar- 
ried, you don’t have a work skill, then you really are in trouble, 
then you do have a couple strikes against you, and it is how you 
help people in that circumstance is very difficult, but what we 
ought to do is try to make sure to the extent we can we help them 
not get in those circumstances in the first place. 

Mrs. Kennelly. I agree with you, I think they are in trouble and 
the child has strikes against him and the mother has difficulty get- 
ting off welfare. The fact is this is not a new problem, we have had 
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it for a number of years, and that is why I don’t want to have 
some — well, it is going to happen. Are you at all worried that we 
might increase the number of abortions? 

Mr. Talent. It is a concern I have, but after considering it, I am 
convinced that both in the short and the long term that this would 
result in a reduction, and in the first place the pool of people, it 
will result I think in the number of out-of-wedlock pregnancies, 
and whatever else we know about it, abortion, we know it is much 
more common among moms who aren’t married when they get 
pregnant than among moms who are. 

The second thing is the values that we are trying to change the 
system to send, the message that we are trying to change the sys- 
tem to send is, look, you don’t have a child to get love, as under- 
standable as that is, you don’t have a child to meet any of your 
needs, as understandable as it might be. Having a child means you 
give, you sacrifice, and once we can infuse those values among peo- 
ple, I think that is inconsistent with the growth rate of abortion. 
But, yes, I have that concern. 

Mrs. I^NNELLY. One other point I just wanted to make before I 
finish is that that 4 to 5 percent, that is new cases each year, it 
is not of the whole, that is every year there is 4 or 5 percent new 
children in the system of teenage pregnancies, 17, 18 and under? 

Mr. Talent. That is about the best guess. Actually, the data is 
surprisingly imprecise on this, but I think the best guess we have 
is 4 to 5 percent of the new welfare moms each year are kids under 
18. It is not a big part of the caseload. 

Mrs. Kennelly. But it is the new, that 4 to 5 percent isn’t of the 
base, it is of the new each year? 

Mr. Talent. That is right. 

Mrs. Meyers. I just wanted to mention at the welfare meeting 
we attended this weekend. Governor Carper indicated he has 
sought a variance, and will not make payments to those under 18 
after 1996, I believe, and he is publicizing it with public service an- 
nouncements. 

Mrs. Kennelly. Public service announcements. 

Thank you, Mrs. Meyers. 

Mr. McCrery. Thank you, Mrs. Kennelly. 

Mr. Collins. 

Mr. Collins. Thank you, Mr. Chairman. I am glad you men- 
tioned that, Mrs. Meyers. It is kind of a rule of thumb belief that 
the cash subsidy is an incentive, and if I imderstand Governor Car- 
per, it is his intent that at a point in time down the road, those 
cash benefits will cease, that doesn’t affect anyone who is in the 
system today, doesn’t affect anyone who will come into the system 
until that date; is that the way I understood you? 

Mrs. Meyers. Yes, and in fact in my legislation, and I believe 
also in the Contract bill, these requirements that Federal money 
not be used for payments for those under 18 and imtil the father 
is identified are forward looking. We are not requiring States to go 
back in their caseload and require a woman who has been on wel- 
fare for 8 years to come up with the middle initial, date and place 
of birth of a man that she may not have seen for 6 years and didn’t 
know very well. This is something which must be done ahead of 
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time. But we need to let people know that this requirement is 
going to be there. 

Mr. Collins. But that is what I am saying, it is a point of time 
in the future that this would take effect, it would not affect people 
in the system today? 

Mrs. Meyers. Yes. 

Mr. Collins. I think that is a point that really needs to be clear. 

Mrs. Meyers. That is correct. It would not affect those who are 
already collecting welfare. It is prospective, forward. 

Mr. Collins. That is right. Also, you said it will help to identify 
the father, and that, too, is in the future, and, two, not giving those 
cash benefits to someone who is underage will encourage more pa- 
rental responsibility in the future, too. 

Mrs. Meyers. I believe that strongly. 

Mr. Collins. Now is it not true, also, though, that even though 
cash benefits will not be given, health care and nutrition would be 
available? 

Mrs. Meyers. In my bill they would be, in the Contract bill I 
think a great deal of flexibility is left to the States, and I presume 
they would be. 

Mr. Collins. But all of it is in the future? 

Mrs. Meyers. Yes. 

Mr. Collins. We are only talking about eliminating cash bene- 
fits, but continue giving health care and food stamps or nutrition? 

Mrs. Meyers. Yes. 

Mr. Collins. Thank you very much. 

Thank you, Mr. Chairman. 

Mr. McCrery. Thank you, Mr. Collins. 

Mrs. Kennelly. Mr. Chairman, could I just make one more 
point? 

Mr. McCrery. Sure. 

Mrs. Kennelly. I know Mrs. Meyers heard so much this week- 
end at the meeting at the White House, but I think I have been 
told that what Governor Carper did say was that the seriousness 
of changing the rules, that he was going to have public service an- 
nouncements, he was going to make all sorts of effort to get the 
word out that it is over for teenage moms, but he didn’t intend to 
come in with the end until 1999, not 1996. 

Mrs. Meyers. Oh, 1999, I see, all right. Well, I had the year 
wrong, and I thank you for correcting me. 

Mrs. Kennelly. That is my concern is getting the message out. 
You know, everyone in this room, I am sure knows this is not a 
good thing, but to get the word out into a society that has accepted 
this as ongoing behavior is fairly acceptable behavior is going to be 
a bit of a job. 

Mrs. Meyers. Thank you. 

Mr. McCrery. Thank you all very much. 

Our next panel is Mr. Stenholm, Mr. Clement, Mr. Deal, Mr. 
Tanner, and Mrs. Lincoln. 

Mr. Collins [presiding]. Welcome. Nice to see you, Mr. Deal. It 
is always a pleasure to see a fellow Georgian. We will start with 
Hon. Charles W. Stenholm from Texas. 

Mr. Stenholm. I will defer to Mr. Deal. 
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Mr. Collins. You will defer to Mr. Deal. Mr. Deal from the 
Ninth District of Georgia. 

STATEMENT OF HON. NATHAN DEAL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF GEORGIA 

Mr. Deal. Thank you, Mr. Chairman. It is my pleasure to be 
here and those of us who worked on this are pleased to be able to 
testify before your Subcommittee today and thank you for this op- 
portunity. 

I would like to briefly summarize the proposal that we have pre- 
pared and will be soon introducing. First of all, our bill has three 
very simple goals. The first one is to put emphasis on moving peo- 
ple off the welfare rolls and into the work force. Second, is to re- 
quire a great deal of an increase in individual responsibility, and 
third is to give States greater flexibility. 

We see several problems with our current system as it relates to 
that first goal of moving people off welfare into work. First of all, 
our current system exempts over half of the caseload and requires 
less than 12 percent of that caseload to participate in JOBS Pro- 
grams, so the present system does not really put the emphasis on 
work, but encourages that continued dependence. 

Second is, and one of the reasons for this is the States don’t re- 
ceive the necessary resources in order to move people into the job 
training part of the present plans. In fact, right now only 14 States 
draw down their total Federal allotment for this particular JOBS 
Program and 10 States draw down less than 50 percent of the 
funds that are available to them now because they don’t have the 
additional resources necessary to do that. 

Third is that the current system does not give any incentives to 
move off the welfare rolls and into work. Several reasons. Loss of 
health care, child care needs are not usually met, and there are 
disincentives for families built into our present programs. 

Our bill addresses this issue of work in several ways. First of all, 
we believe that oiu" reform bill will move more people into work 
programs than any other comprehensive bill that is going to be 
placed before you. In fact, we think that it will be over four times 
greater than those who are currently in the JOBS Programs. 

Our bill provides incentives so that individuals will move from 
welfare to work, first by extending the transitional Medicaid bene- 
fits from 1 to 2 years, by giving States greater resources to provide 
child care facilities, and it allows States the option of eliminating 
the so-called 100-hour rule or any disincentives to a marriage situ- 
ation. 

Our bill also states that resources will be provided so that States 
can develop their own programs, and we do this by increasing the 
share of the current matching rates for the JOBS Program to 70 
percent or the Medicaid rate plus 10 percent, whichever is greater. 

The problems with our current system as it relates to the second 
area, that of individual responsibility, is that it places very little 
responsibility on the aspect of work and job search. Second, there 
are no time limits for welfare recipients who become dependent on 
welfare as opposed to those who would seek a job. 

It also, as we know, we have seen tremendous increases in teen- 
age pregnancy rates and the child enforcement provisions have 
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very little teeth in them. In fact, much of that goes uncollected. Es- 
timates are that some 63 percent of absent parents contribute no 
child support and that there is an estimated $34 billion of child 
support that goes uncollected each year. 

Our bill addresses this area of individual responsibility in several 
ways. First of all, it requires that an individual engage in a mini- 
mum of 30 hours a week of activity, that at the beginning they sign 
an employability contract, and that they begin a job search imme- 
diately. Our bill would set a 2-year time limit on what we call the 
Work First Program and it gives States the options of providing 
community service as an additional alternative. 

As far as teen pregnancy is concerned, it calls for a national cam- 
paign to prevent teenage pregnancy with funding for that program. 
It would prohibit minor mothers from public housing and require 
that minor parents live at home or with another responsible adult. 
It would give States the option to deny AFDC cash benefits for ad- 
ditional children. 

As far as child support enforcement, we would place stronger re- 
quirements for paternity establishment. We would have penalties 
for those who do not pay child support, including wage withholding 
and reporting to credit bureaus. We would in fact hold grand- 
parents liable for the support payments for minors if their chil- 
dren — if their children who are the parents are themselves minors. 
It would provide a State option to allow noncustodial parents, that 
is in most cases the male noncustodial parent, if he is 25 and 
under, to also participate in a public work off so that he could pay 
for the benefits of child support that he has not paid. 

The flexibility of our current system is the third problem area. 
First of all, there is too much difficulty obtaining waivers through 
our present bureaucratic process; second. States don’t have the 
ability to implement the work programs they might choose; and 
third. States don’t have the option of dropping recipients who fail 
to cooperate. 

Our bill addresses these very quickly in several ways. It allows 
States the option of developing their own work programs. It has a 
State option for the development of community service programs, 
and it consolidates child care programs into a block grant to give 
them flexibility there. 

Mr. Chairman, very briefly, that is an overview of the program 
that we have proposed in legislation and will soon be introducing. 
There is a second element of that that Mrs. Lincoln will address 
as it relates to SSI. I would ask her to present that at this time. 

[The prepared statement follows:] 
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TESTIMONY OF CONGRESSMAN NATHAN DEAL 
SUBCOMMITTEE on HUMAN RESOURCES 
HOUSE COMMITTEE of WAYS and MEANS 

Hearing on Welfare Reform 
January 30, 1995 

Mr. Chairman, members of the subcommittee, I want thank you for 
scheduling this hearing on welfare reform, and providing me with this opportunity 
to testify regarding our panel's proposal. 

We all know the current system is broken and is in need of repair. Too few 
people participate in work programs; teenage pregnancies are growing at alarming 
rates, both parents are not held responsible to care for their children; states do not 
have the flexibility to pursue innovative strategies in welfare reform; and welfare 
has become way of life for too many people. The proposal we will be introducing in 
the coming days addresses these problems and will truly provide for reform in our 
welfare system. 

Work 


Our bill creates Work First, a program designed to replace the current JOBS 
program. Our bill sets participation rates for the Work First program which will 
move more individuals into work programs than any other comprehensive welfare 
reform bill and provides sufficient funding for states to meet these participation 
rates. When fully implemented, our bill would require a participation rate four times 
greater than the current JOBS program. 

There are disincentives in the current system for individuals to move off 
welfare and into work. Recipients who get jobs are in jeopardy of losing both 
health care and child care, thus making welfare more attractive than work. Our bill 
addresses these problems by extending Transitional Medical Assistance from one 
year to two years and by providing increased child care assistance. States will also 
be given flexibility to use federal funds to provide child care programs. In addition, 
states will have the option to eliminate the 100-hour rule that penalizes families. 

Individual Responsibility 

The current system places little responsibility on the welfare recipients with 
regard to work and job search. Work First would require individuals who participate 
in the program to sign an employability contract, begin job search immediately and 
engage in a minimum of 30 hours a week in a work related activity. Individuals 
who failed to comply with the requirements of the program would be sanctioned. 

In addition, there will be a two-year time-limit placed on each participant in the 
Work First program. If states exercise the option to develop community service 
programs, participants will be required to work a minimum of 35 hours per week 
with 5 hours devoted to job search. 

Teenage pregnancy has become a national tragedy in our country. Too many 
teens are becoming parents and too few are able to responsibly care for and nurture 
their children. Flalf of all unmarried teen mothers receive AFDC within a year of the 
birth of their child and three-fourths receive AFDC by the time the child turns five. 
To combat these problems our bill does the following: 

• Calls for a National Campaign on Teenage Pregnancy. 


Prohibits minor mothers from receiving public housing and requires them to 
live with their parents or a responsible adult. 
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The current child support system is at best ineffective. Today, 
approximately 63 percent of absent parents pay no child support. Studies show 
that $34 billion in child support payments go uncollected each year. Our bill 
improves child support enforcement which is a critical part of reforming the welfare 
system. We believe that both parents should be required to support their children 
and we put in tough new provisions for parents who refuse to pay child support. 
These measures include the following; wage withholding, forfeiture of property and 
reporting child support arrearges to credit bureaus. In addition, we hold 
grandparents liable for financial support of the offspring of their minor children. 


Our bill would foster a federal-state partnership in welfare. States would be 
given the flexibility to pursue innovative approaches and would be given the 
resources to allow them to successfully implement their programs. We recognize 
that it is not enough to simply give states flexibility to reform welfare if the states 
do not have enough resources to move individuals off of welfare and into work. 

Under the current system, states have to go through a bureaucratic waiver 
process which gives too much discretion to the Secretary of HHS to modify or deny 
state waivers. In essence, the current system places the burden of proof on the 
states to justify why their program is preferable to the system dictated by the 
federal government. Our bill would reverse this presumption and encourage states 
to develop their own plan. State plans would be guaranteed approval by the 
Secretary of HHS, provided they meet minimal guidelines set forth in this bill. 

In 1 988, Congress passed the Family Support Act, which was designed to 
make welfare a transitional system by providing education and job training 
assistance to welfare recipients. Unfortunately, only about ten percent of the 
caseload is required to participate. Only fourteen states currently draw down all of 
their JOBS money and ten states draw less than 50 percent of their allotments. 

Our bill would make it easier for states to draw down available federal funds, by 
increasing the federal share of these matching rates. 

Our bill also provides states with greater flexibility and greater resources in 
child care. Currently, states provide child care assistance through four separate 
federal programs with different eligibility requirements and regulations. The stales 
must move families from one child care assistance program to another - with all 
the attendant paperwork - every time the family's status changes. In addition, the 
funding provided by the federal government is not sufficient to cover all eligible 
families. The legislation we are proposing will consolidate these four major 
programs - Child Care Development Block Grant, AFDC child care, transitional child 
care assistance and At-risk child care — into a capped block grant within the Title 
XX program. The bill increases funding to accommodate the increased caseload 
that will result from this bill and to eliminate the existing shortfalls in coverage. 

Our bill also includes the following provisions with respect to state 
flexibility: 

• Consolidates the current child care programs into a block grant under the 
Title XX program. 

• Gives states the option to have a Community Service program. 

• Gives states the option to recycle up to 10% of the previous year's caseload 
back into the system. 


Gives states the option to deny AFDC benefits for additional children. 
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• Sets the state matching rate for the Work First program at 70% or ten 
percent above the Medicaid matching rate, whichever is higher. 

Mr. Chairman, before I yield to Congresswoman Blanche Lincoln to discuss 
the Supplemental Security Income aspects of our bill, I want to thank you again for 
the opportunity to testify before your Subcommittee and we look forward to 
working with this Committee and the rest of our colleagues on welfare reform. 
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Mr. Collins. Mrs. Lincoln. 

STATEMENT OF HON. BLANCHE LAMBERT LINCOLN, A 

REPRESENTATIVE IN CONGRESS FROM THE STATE OF 

ARKANSAS 

Mrs. Lincoln. Thank you, Mr. Chairman. I want to begin by 
thanking you for allowing this panel to testify today and for hold- 
ing such comprehensive hearings on this very important subject. 

Congressman Deal has done an excellent job of outlining our pro- 
posal to reform the Nation’s welfare system and he, along with my 
colleagues here, as well as our staff, have worked hard, both this 
session and last session, to put together a comprehensive plan that 
will address that issue. 

I wholeheairtedly believe that our plan will fundamentally change 
the way the welfare system works by promoting work over depend- 
ence, strengthening individual responsibility and giving the States 
the flexibility that they need to be creative in their approach to 
solving these problems. 

However, welfare reform is not limited to simply the AFDC Pro- 
gram. I am here to discuss an area of reform that has been the 
focus of much attention over the past several months, but an area 
that I have had an active interest in since coming to Congress 2 
years ago; The Supplemental Security Income Program for Chil- 
dren, what some others have called crazy checks. 

I became interested in this program after numerous constituents, 
including teachers, doctors, concerned citizens, came to me with 
concerns and allegations over SSI for Children. Their concerns 
were similar, if not identical, to those mentioned by Congressman 
McCrery last Friday in the hearing, allegations of parents coaching 
their children to misbehave in order to qualify for benefits, and a 
program so subjective and loosely managed that its integrity was 
constantly being challenged. 

After a careful review of the program and after testifying before 
this panel under then-Chairman Ford’s leadership last year, I re- 
quested, along with several of my colleagues in the House and Sen- 
ate, that the GAO investigate the allegations of abuse as well as 
the overall soimdness of this program. That report will be released 
in the coming weeks, but preliminary results from the GAO con- 
firm really our worst fears: The SSI Program is out of control and 
the Congress must do something about it. 

While the GAO has concluded that it is difficult to detect cases 
where coaching has occurred, they have raised serious concerns 
over the soundness of the program’s structure, specifically with the 
individualized functional assessment or IFA process. 

Mr. Chairman, I won’t go over the evidence that was submitted 
during Friday’s hearing, but I would like to point out one telling 
figure: In the past 5 years the number of children receiving SSI 
benefits has grown from 300,000 to nearly 900,000, a 300-percent 
increase. While I know that there are several le^timate reasons for 
growth in the program, including the Zebley decision and increased 
outreach efforts that were presented by the SSA, growth on such 
a substantial level suggests to me that either this pro^am is in se- 
rious need of reform or America is experiencing nothing short of a 
full blown crisis in childhood disability. 
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I believe that the former is true, that this program needs fun- 
damental reform. Specifically I believe that the IFA process is in- 
herently flawed. In order to begin moving toward reform, this 
group proposes a very simple deadline under which to consider this 
extremely complicated problem. 

We would propose that 90 days after the newly formed Commis- 
sion on Childhood Disability submits its report to the Congress, 
funding for the SSI Program for Children will be capped at fiscal 
year 1994 spending levels, unless Congress acts on the Commis- 
sion’s recommendations or a substitute to those recommendations. 

I want to make it abundantly clear that it is not the intention 
or the desire of any member of this panel to deny or reduce bene- 
fits to children who are truly disabled. On the contrary, we want 
to be helpful in finding a solution that will serve the truly needy 
and resupport public confidence in the program to make sure that 
the resources are truly getting to the disability of the child. We be- 
lieve that this deadline gives Congress sufficient time to act. The 
Commission, which is chaired by former Representative Jim Slat- 
tery, has until November 30 of this year to present its findings. 
During that time, we fully intend to work with the Commission 
and with you, the Committee, and the Subcommittee, to find a via- 
ble solution. It would not be until 3 months after the submission 
date that our proposal would go into effect, well over 1 year from 
today. We believe that this Congress can achieve a solution before 
we reach that deadline. 

As was noted in Friday’s hearing, this is an extremely com- 
plicated problem. Some have deemed it one of the most difficult so- 
cial welfare issues to come along in 20 years. Keeping that in mind, 
I would urge all Members who have an interest in reforming this 
program to proceed vdth caution and prudent deliberation. We do 
not want to harm those who — to whom we intend to be assisting. 
We want to correct the abuse so that those resources will be there 
for those who are truly disabled and that the resources go toward 
dealing with that disability. 

In closing, Mr. Chairman, I again want to thank you for allowing 
us to testify today and we look forward to working with you on all 
of these issues. 

Mr. Collins. And we thank you for that testimony. And the Fri- 
day hearing was a real interesting hearing too and it is one we 
have got to travel with caution on. 

Mr. Clement. 

STATEMENT OF HON. BOB CLEMENT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TENNESSEE 

Mr. Clement. Thank you, Mr. Chairman. It is good to be here 
with all of you. I want all of you to know that we have worked dili- 
gently. I am speaking for the colleagues, as well as members of our 
staff, on a good bill and we expect it to go a long, long way and 
to become law. 

I might share with you just recently, I have had the opportunity 
to meet with some welfare recipients, teenage mothers, and I spoke 
to them just frankly about their situation. All of them in high 
school, all of them with very, very young children. They want a 
new way of life, but they really don’t know where to get started. 
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but I shared with them that in our bill, they are going to have to 
share the name of the father of the child if they want to be able 
to draw any kind of financial assistance. Are you willing to do that? 

And I might share with you every one of them said, yes, we 
would, but then when I also asked them, I said, well, tell me some- 
thing about the father of your children, since all of them were in 
high school and teenage mothers. All the fathers were 25 and over 
that are preying on young girls. You have got a club in Boston, 
Massachusetts that they call the 20/20 Club where it is a game to 
see if you can get 20 girls pregnant before age 20. 

That is a sad commentary for all of us in this country when we 
look at welfare, which has made people more dependent, it has pe- 
nalized marriage, it has defeated what we know of as the work 
ethic, but most welfare recipients want a better way of life, but 
they know also under the present system, if they take a job now, 
they are going to lose their welfare and what is the mother going 
to do with small children? 

And that is where most of your welfare recipients are today. 
They are a mother with small children, and those are the ones we 
want to help. 1 don’t think any of us want to penalize them at all. 
We want a program. We want a bill. We want some legislation that 
is passed in law that will help people help themselves, and that is 
what I like about our bill and — ^that we have worked together on 
very diligently and that is stressing work, number one; number 
two, individual responsibility; and number three. State flexibility, 
because the States need that flexibility in order to solve many of 
the welfare problems that we have today so we can prepare our- 
selves for the 21st century. 

Thank you. 

[The prepared statement follows:] 
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Mr. Chairman, thank you for this opportunity to present our 
proposal to bring about an end to the welfare as we know it. 

I believe restoring American's trust in government is the 
single greatest challenge facing this Congress. The American 
people are perilously close to losing their faith in this 
institution and its' members ability to effectively govern. We 
are each blessed with a wonderfully unique opportunity to serve 
in this body, as members of the greatest institution of its kind. 
We were sent here by the people, and it is the people's work that 
we are here to do. It is my opinion that some members of this 
government seem to be under the impression that their service is 
a guaranteed right. Public service is a privilege... not a 
right . 

The American people feel we have been too consumed with 
preserving and promoting government rather than the will and 
liberties of the governed. Many have come to feel that the 
Washington Beltway which encircles this capital city has become a 
physical barrier and the embodiment of a learning curve.... and 
when left with no alternative they revolted. 

One need look no further than our welfare system to find an 
illustration of the disconnect between the people and their 
government. Welfare recipients feel trapped in a system which 
penalizes marriage and robs them of their initiative, motivation, 
and self-esteem. Others look at welfare and see another wasteful 
government progrcun plagued by abuse which promotes dependency and 
leaves them wondering why their hard-earned dollars continue to 
support this bureaucratic nightmare. The States, cities, 
localities and counties which administer the program are faced 
with the prospect of providing to a growing population while 
dealing with inflexible rules and regulations and a chronically 
insufficient supply of funds. 

And what do I see?.... I see all these things. 

Government has failed. 

Reforming welfare is not a revolutionary idea. Reform has 
been kicked around for more than a decade. In fact, significant 
reforms have been Instituted as recently as 1988. But, any 
attempts to introduce meaningful changes to this system via 
simple reforms are destined to fail. 

We propose to replace the current system based on income- 
maintenance with a partnership. An equal partnership which 
empowers the individual and guarantees the opportunity to become 
self -supportive in exchange for a commitment to personal 
responsibility, accountability, and hard work. A partnership 
which recognizes that it is the States and localities, those out 
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there on the front llnee, that know best how to provide for the 
specific Individual needs of their citizenry and allows them the 
flexibility to do so. And in exchange, we would require that 
every effort be made to move individuals from dependency to self- 
sufficiency. 

Not just simple reforms but meaningful change. 

Our proposal is based on three fundamental principles: NOBK, 
IMSIVIDUAI. SESPOHSIBILITT, AND STATE FLEXIBILITY. 

The current JOBS program is woefully inadequate. Although 
there have been success stories in the JOBS prograun, they have 
been far too limited and far too scarce. Recipients tell of 
being shuffled from one training program to another, attending 
class after class, but never having worked or attended a job 
Interview. Our bill places an enphasis on job placement rather 
than meaningless dead-end training programs. That is not to say 
that an individual cannot receive additional educational and 
technical assistance. Our bill provides such services; however, 
they will only be utilized in Chose cases in which it can be 
demonstrated that these services will lead to full-time gainful 
employment . 

Under the federal work program, or Work First, recipients 
must participate in a required number of hours of work and job 
search each week in exchange for benefits during this two year 
period. Or, States may design their own work program provided 
they meet certain basic criteria. 

We recognize Chat due to a number of circumstances such as 
economic hardships, a lack of available jobs, or an individual's 
need for more specialized assistance, there may be a number of 
individuals which have not been placed in a permanent position 
prior to the end of the two year Work First program. For this 
reason, we allow, but do not require. States to initiate a 
community service program. As in the Work First program, 
participation is limited to two years and Individuals will be 
required to spend a specific number of hours working and looking 
for full-time employment each week. 

Our second principle, individual responsibility, is based on 
the notion of tough love. I have two beautiful daughters. 
Elizabeth who is 13 and Rachel who is 11. Ky wife and I love our 
daughters dearly and have tried to instill good values in them. 

We have taught them the difference between right and wrong and 
trust they will make the right decisions. And we make every 
effort to nurture them and see that each receives the attention 
and encouragement they need. But, as every parent knows, no 
matter what you do, there comes a time when your children must be 
disciplined. Elizabeth and Rachel know that we have rules which 
must be followed, and that my wife and I have certain 
expectations of them. They also know that they will be held 
accountable if these guidelines are not adhered to. 

Our bill takes this same approach. We make every effort 
possible to ensure that each recipient has a real opportunity to 
return to the workforce permanently. In return, we ensure that 
they are aware that there are specific expectations of them and 
that they will be held accountable for their actions and 
disciplined when necessary. These expectations do not simply 
apply to the recipients themselves but in some instances extend 
beyond the program participants to include the non- custodial 
parents and grandparents as well. 

Our third principle reaffirms our belief that it is not the 
federal government but the frontline administrators of these 
programs which best know the needs in their area. For this 
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reason we give the program back to the States. But, unlike other 
proposals, we do not simply shift the burden to the States and 
run away. We believe that as it is a federally mandated progreim 
the federal government has a responsibility to ensure that the 
States have someone to turn to for support and assistance. Our 
bill includes general criteria to guide the States in developing 
their work progreuns; however, beyond the broad criteria, States 
are given a tremendous cunount of flexibility. For example, we 
propose to eliminate the time'Consy;ning, bureaucvatic-laden - ' 
waiver process. States would have the freedom to design their 
own programs, set penalties for non-compliance, and choose 
between a simple two-year time limit and an expanded community 
service component among other things . 

Lastly, Mr. Chairman, there are single-working parents out 
there that struggle day to day just to keep their head above 
water and are just a paycheck, missed child support payment, or 
sick child away from welfare. Many of these individuals often 
work two or sometimes three jobs just to provide for their 
children and stay off of the welfare rolls. It would be easier 
for them to quit their jobs and accept welfare -- their children 
would have health care, they would get a lot more rest and he/she 
would have the security of knowing chat every month they would 
receive a check. But these individuals have accepted 
responsibility and demonstrated that they are willing to do 
whatever necessary to avoid welfare. Mr. Chairman, the actions 
of these individuals have largely been ignored while less 
industrious individuals have been given access to government 
progrcuns and assistance. Our bill recognizes the sacrifices 
these individuals have made and extends a helping hand and a 
gentle boost - 

Mr, Chairman, I again want to thank you for allowing roe to 
testify before this committee. We have a wonderful opportunity 
to make a real difference in the lives of thousands of 
individuals. The President, the Congress, and the person on the 
street all agree that the current system is not working. 

I remind the members of this committee that the American 
people are watching. They are skeptical. Welfare reform 
provides a real opportunity to make meaningful changes and 
demonstrate to them that we can still govern effectively. We 
must not allow this golden opportunity to pass us by - to do so 
would be a tragedy. I for one and committed to ensuring that we 
don't blow it... are you? 
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Mr. Collins. Thank you, Mr. Clement. 

Mr. Tanner. 

STATEMENT OF HON. JOHN S. TANNER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF TENNESSEE 

Mr. Tanner. Thank you, Mr. Chairman. I won’t take long. I want 
to thank you all for having this hearing and allowing us to partici- 
pate. I think from what we heard from the last panel and what our 
colleagues here today have already said, the present system has 
the wrong incentives in it. It is broken and the question all too 
often now has to do with what is necessary to qualify for a check 
rather than what is necessary to return to work and be productive. 
And how we move people from dependency to productivity, I think, 
is the major question here. 

We believe this approach that we have taken is a centrist ap- 
proach that certainly would commend itself to you all for study and 
consideration as we try to form a consensus on how best to, I think, 
fix a system that is wrongheaded, one that rewards irresponsible 
behavior rather than encourages personal responsibility as has 
been alluded to. 

There is a woman that I spoke with in my district back in Jack- 
son, Tennessee, Connie Putnam, who made it off of welfare and she 
indicates some of the problems with trying to get off welfare in the 
present system. We almost discourage people from saving any 
money to try to help themselves make the transition. 

And so all of us know the problems with the present system and 
the reverse incentives that are there to help people, and again, I 
won’t take a long time, but thank you very much for your allowing 
us to be here. 

[The prepared statement follows;] 
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U.S. Rep. John Tanner 
1127 Longworth HOB 
WashingtMi, D.C. 20515 
8th Distrkt, Tennessee 

Mr. Chairman, members of the subcommittee, distinguished 
guests, 1 want to thank you for allowing us to appear before you today. 
I want to commend this panel’s diligence as the first round of hearings 
examining the future of welfare reform in the 104th Congress nears 
conclusion. 


The vision behind welfare was simple and logical. When these 
programs were being put in place it was said they would be the vehicle 
that gives those who need it, a second chance. But the evolution of 
these programs has led people in many cases to broken families and 
lifelong dependency over generations. 


That is surely not what welfare was intended to be then, now, or 
ever. And people like Connie Hooper Putman illustrate welfare’s good 
intentions. Along with her two children she now Jives in Madison 
County in our West Tennessee district. After more than 10 years of 
marriage and running the family household, Ms. Putman found herself 
divorced with two children to raise, bills to pay, and no immediate 
source of income. She needed a second chaiKe. 


So Ms. Putman contacted Larry Tilman and his staff at the local 
office of the Tennessee Department of Human Resources. She has 
completed her nursing class work in a continuing education program at 
Dyersburg State Community College. Her classes there were subsidized 
contingent on good grades. All that is left to complete is her clinical 
requirement, which she hopes to do this spring. And Jackson-Madison 
County General Hospital, rural West Tennessee’s largest hospital, is one 
of the places she has applied to complete her clinical assignment. This 
will ultimately give her the tools to seek work as a full-time nurse. 

Ms. Putman is now working at Jackson’s UT Family Practice in 
its medical records section. Now only the completion of her clinical 
work stands between her and a job. Recently remarried, she has the 
promise of gainful employment and new opportunity in her hands. 

We all agree that this kind of individual success is the goal of 
welfare. Welfare cannot be a way of life. It should be a second chance 
for an individual or a family; a bridge from dependency to productivity. 
Welfare should offer our citizens transitional assistance en route to a 
new job, self-sufficiency, and financial security, rather than subsidizing 
a way of life divorced from work, family, and personal responsibility. 

Today’s welfare programs spend nearly $300 billion at the federal, 
state, and local levels of government and often trap those in the system 
in a cycle of dependency. Now the questions all too often have more to 
do with what is necessary to qualify for a check than what is necessary 
to quickly return to the workforce as a productive citizen. What’s 
more, eligibility standards for welfare assistance seem to encourage 
many of the problems welfare is supposed to solve. More babies are 
being bom out of wedlock in part because it pays. Single parent 
families are the mle because assistance eligibility depends on one parent 
living outside the home. And while recipients are enrolled in these 
programs they are effectively barred from saving much money for the 
future. 
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The incentives contained in current law are wrong headed and 
must be changed. Parenthetically. I personally believe this system is 
one factor in the explosion of violent juvenile crime in this country. 

You will remember that President Franklin Roosevelt toward the 
end of the Depression, once said, "Continued dependence upon relief 
induces a spiritual and moral disintegration fundamentally destructive to 
the national fibre. To dole out relief in this way is to administer a 
narcotic, a subtle destroyer of the human spirit. . . . The Federal 
Government must and shall quit this business of relief.” 

That sounds distincdy like something he might say today if he 
could see what welfare in America has become because that is the exact 
effect of much of our welfare establishment. 

And it is why we will be introducing our reform legislation in the 
next few days. Our approach demands personal responsibility for one’s 
future. Our bill advocates time limited assistance, strong child support 
requirements, and wide flexibility for states to opt out of the federal 
network. In short, we demand work in exchange for assistance. 
Receiving a check .solely becauy a recipient meets an eligibility 
requirement is no longer an option. 

The question for welfare recipients should be what is required to 
return to the workforce as soon as possible. Moreover, the underlying 
principle for welfare policy should be an obligation to work rather than 
a right to income maintenance. 

We place a two-year, lifetime limit on participation in a Work 
First program. For those who still have not found employment, a 
Conmiiinity Service program would permit a two-year assistance 
extension. These time limits impose an incentive for recipients to take 
the necessary steps to move from welfare into the. workforce. We 
require job search immediately upon entrance into the program and 
impose sanctions on those who do not comply with program 
requirements. 

Our bill is about taking the steps necessary for those in the system 
to maintain their family units intact. We call for the disadvantages built 
into the current system that penalize marriage to be abolished, and 
demand that fathers must be identified at birth in exchange for benefits. 
Knowing who the father is will allow social services officials to better 
track dead-beat fathers and collect child support payments. Non- 
custodial parents should not have to be forced to t^e an active and 
responsible role in the lives of children they help bring into this world. 
Our bill sends a strong and clear message to non-custodial parents that 
failure to assist in the support of their children will not be tolerated. 

Our bill does not deny minor mothers benefits as some other 
proposals do. But we do demand that they live with parents or 
guardians and complete their education in exchange for assistance. 

And finally, we provide the states with great flexibility in terms of 
their own welfare programs and experiments. We would set up a 
federal model for those states with no established network, allowing 
those states that already have programs in place to easily opt out of the 
federal model. 4 4” 1 5 S 
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More than half of the states - including my home state of 
Tennessee - have proposed reforms or sought waivers from the federal 
government to change welfare at the state level. Our states are the great 
laboratories available to help find out what works and we should take 
better advantage of their ingenuity. This bill lets us do just that. 

I would commend this legislation to you for your consideration as 
I believe there is significant room for common agreement to move this 
debate forward. 

Finally, many would agree, and some have suggested, that welfare 
reform cannot be driven by selfish, individual prejudices if it is to have 
any chance at all to be successful. Nor can it be derailed by a steadfast 
desire to maintain the same kinds of programs that have failed the very 
people they were intended to lift up. Any reform must move people 
from dependency to productivity through a community-minded desire to 
improve the quality of life we all seek for ourselves, our families, and 
our fellow citizens. 

Mr. Chairman, thank you again for allowing me the opportunity to 
be with you and your distinguished colleagues today. 
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Mr. Collins. And we thank you too. 

Mr. Stenholm, we go back to you. Do you have a statement or 
you just want to defer now to questions? 

STATEMENT OF HON. CHARLES W. STENHOLM, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. Stenholm. I have the written statement that I sent to the 
Committee last Friday. I should ask that it be inserted in the 
record and I stand ready to answer questions, Mr. Chairman. 

Mr. Collins. Very good. Each statement will be entered into the 
record. 

[The prepared statement follows:] 
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Testimony of 

CONGRESSMAN CHARLES W. STENHOLM 
before 

Committee on Ways and Means, Subcommittee on Human Resources 
January 30, 1995 


Mr. Chairman, I appreciate this opportunity to testify before your Committee 
regarding the very important issue of reforming our current welfare system. I, like 
many Americans, feel that the time has come to seriously evaluate the structure of 
our system and provide constructive solutions to problems within it. 

I come before you today with the hope that we can all work in a cooperative manner 
to develop a plan that transforms our current system into the type of program that it 
should be--a temporary helping hand for those who need a chance to get back on 
their feet again. To this end, I have been working with a group of concerned 
Members of Congress to develop a comprehensive reform proposal which we believe 
provides some middle ground in addressing many of the problems in our current 
welfare system. 

I think we all agree that the focus of welfare reform should be getting people off of 
the welfare rolls and into work. It has become very obvious, however, that while we 
may agree on the goal, it is not as easy to agree on how to get there. Having said 
that, I feel that the welfare reform proposal we are developing incorporates many 
provisions from both sides of the aisle and provides a centrist approach to intelligently 
reforming our welfare system without hurting those individuals who need a helping 
hand. We cannot take the limited view that welfare reform simply means cutting the 
cost of welfare. Welfare reform is not simply cutting services and denying benefits in 
order to have a budgetary fix. Welfare reform involves real people with real needs, 
which do not just disappear once the funds are cut. Their needs will continue, the 
same as before, unless we provide some of the necessary assistance to move them off 
of welfare into jobs. 

I realize, too, that there are many instances of fraud and abuse in our system. As 
the former Chairman of the Agriculture Subcommittee on Department Operations and 
Nutridon, I have worked tirelessly to correct deficiencies in the Food Stamp program 
and 1 am well aware of the need for continued improvement. I am here today 
because I believe that we can continue to work together to make further 
improvements within the system. 

The welfare reform proposal that we have developed addresses these basic problems 
by, first, emphasizing work over welfare. One of the basic tenets of the proposal is 
the establishment of the Work First program, which fundamentally reforms the JOBS 
segment of our current welfare system. The new Work First program requires 
participants to begin job search and job placement activities as soon as they enter the 
program, which provides individuals with the opportunity to immediately begin 
working their way toward self-sufficiency. 

Second, we change the focus of welfare from a seeira'ngly endless hand-out to a 
temporary hand up. The perception of our welfare system as a permanent way of life 
has evolved from years of providing benefits to recipients without a sensible plan for 
moving them off of the welfare system. Therefore, we propose a time limited 
assistance program that would empower individuals to move from welfare to work. 

As an incentive to work, the plan would provide transition assistance to make work 
pay more than welfare. States also would be allowed to deny recipients benefits if 
they do not have jobs after two years in a work program. 

Third, we propose changing the perception that government bears all of the 
responsibility for those in need. Individuals also must accept their share of 
responsibility in providing for their families. In order to shift the focus to individuals, 
we strengthen child support enforcement and hold grandparents liable for financial 
support of children of their minor children. The proposal allows states to deny 
increases in AFDC funding to mothers who have additional children while receiving 
these benefits. It also requires minor mothers to live with a parent or a responsible 
adult. 
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Finally, we realize that a "one-size-Cts-all' approach to welfare reform is impractical, if 
not impossible, because it does not take into account the wide range of needs and 
programs that exist. Therefore, we have provided states with the flexibility necessary 
to develop effective programs that meet their own specific needs. While the federal 
government has a role to play in setting broad guidelines in order to maintain a level 
playing field, state flexibility is the key to reforming our welfare system. 

It is my hope that states, in developing their individual plans, will look to local 
entities to see what services they are currently providing, how they are providing 
them, and how much money they are spending on their programs. 1 would encourage 
my Colleagues to take an *inventoTy at home, as 1 am, to hear from the front line 
administrators about what really is happening in our current welfare ^tem. I began 
this project in my district a few weeks ago and have received a tremendous response. 
In contacting loc^ program administrators, we are able to learn about each individual 
program as well as develop an understanding of the interaction among different 
organizations and agencies. I believe this is the first step to take in reforming our 
welfare system. Without the insight of the local people, we will have a difficult time 
finding the most appropriate solution to the problems they face everyday in providing 
basic services. 

Furthermore, I believe it is very important for us to acknowledge the different 
problems encountered by rural and urban areas. We simply caimot allow rural areas 
to be overlooked in this debate; therefore, I am currently working to identify ways to 
protect rural interests and ensure them a place at the table in the overall welfare 
reform debate. 

Reforming our welfare system, undoubtedly, is going to be a great challenge. It will 
require cooperation among federal, state, and local entities, as well as cooperation 
between Democrats and Republicans. I look forward to this challenge and I look 
forward to working together to find a resolution to this important issue. 
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Mr. Collins. Ms. Dunn. 

Ms. Dunn. Thank you, Mr. Chairman, and welcome, ladies and 
gentlemen, and Blanche, I like your new name. I hadn’t heard it 
before today. It is nice. 

I wonder, so many of the points you make are considered to be 
terribly important by Republicans and Democrats alike and your 
program sounds like, at least a portion, a major portion of the pro- 
gram we proposed in the Contract With America. 

I am wondering what areas you would find might come under 
discussion when you are dealing with us on proposing the final wel- 
fare proposal. What in your program is going to be distinctly dif- 
ferent or is there anything? 

Mr. Deal. Well, I think ours is different in that it does not take 
the approach of putting everything back on the States initially. Our 
approach is to provide the funding to the States with overall guide- 
lines and giving them great discretion in tailoring their programs 
as to how they think their State’s needs are in concert with those 
overall guidelines and objectives. 

We believe that our program will significantly put more people 
into the workplace than any of the proposals that are on the table. 
We believe that we do consolidate those Federal programs that 
should be consolidated, such as child care programs, are consoli- 
dated for funding and giving the States greater discretion as to 
how to use those. I think that is the major difference. 

Our belief is that the problem, if it is a problem, was created 
through the Federal Government’s programs, that we have a re- 
sponsibility to try to straighten those programs out, while at the 
same time providing the revenue and the flexibility to the States 
to make distinctions as their needs exist. 

Ms. Dunn. Thank you, Mr. Chairman. 

Mr. Collins. Mr. Levin. 

Mr. Levin. I don’t really have any questions. I think the presen- 
tation has been most helpful and I think that Mr. Deal’s response 
shows that there is a lot of room for finding an answer here that 
surely will have broad appeal or could have broad appeal within 
Democratic ranks, and I think might find some linkages to both 
parties. So I thank all of you for your constructive testimony. 

Thank you. 

Mr. Collins. Thank you. 

Mr. McCrery. 

Mr. McCrery. Thank you, Mr. Chairman, and thank all of you 
for giving us the benefit of your thoughts and your work on this 
very important subject. I think you have offered some very con- 
structive ideas that we will take a close look at. 

Just a general question for anyone on the panel. How do you 
think your proposal will be scored in terms of the budget? 

Mr. Deal. I will take a stab at it. Depending on some options 
that are still not totally in our final draft of it, it would probably 
include a cost figure somewhere in the $15 to $20 billion range 
over a 5-year period. 

Our funding mechanism, which we have not addressed here, is 
very similar to other funding mechanisms. We would — ^we would 
think the scoring, with our primary funding source being immigra- 
tion reform, would generate somewhere in the neighborhood of 
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$20.3 billion which would he more than enough to cover us on the 
high side. 

We would also have a cap on emergency assistance programs 
which CBO estimates would produce about $800 million over the 
5-year period. A phaseout of dependent child care in the $70,000 
to $90,000 range would likewise produce about $700 million over 
a 5-year period, and then the modification of the family day care 
with an income test on that program would be scored by CBO at 
about $500 million over a 5-year period. 

So we have the $20.3 billion from immigration, $800 million from 
the cap on assistance programs, $700 million on the phaseout of 
child care dependency for upper income, and the means testing on 
the day care facilities with $500 milhon. So we think that it not 
only is funded, but it is overly funded. 

Mr. McCrery. Your $20.3 billion savings from immigrants, is 
that reform of transfer payments to immigrants? 

Mr. Deal. It is an elimination of all social benefits for 
noncitizens with the exception of SSI — let’s see if I can get them 
all correct — emergency medical, food stamps — excuse me. It would 
eliminate SSI, Medicaid benefits, except for emergency, which I 
think we all understand that, food stamps would be eliminated, 
AFDC benefits would be eliminated. 

The primary distinction between ours and the Contract proposal 
I think is that you do not — I think it is asylees that you do not ex- 
clude out. We do have a 6-year exclusion period for asylees and ref- 
ugees and for those that are 75 or older who have been citizens for 
5 years, they are excluded, but that is the primary focus of it. 

Mr. McCrery. So all your savings to pay for your new program 
come basically from within the welfare system? 

Mr. Deal. That is correct. We do not have any outside funding 
source other than the three I mentioned, which are minor. And 
those are really within the system, too. 

Mr. McCrery. So net, you are going to create a savings, an over- 
all savings for what we have come to know as our welfare system. 

Mr. Deal. Yes. 

Mr. McCrery. Of maybe what, $2, $3, or $5 billion over 5 years? 

Mr. Deal. At least. 

Mr. McCrery. At least? 

Mr. Deal. Right. 

Mr. McCrery. Charlie, did you have a comment? 

Mr. Stenholm. Mr. McCrery, I would like to share a personal 
thought along this line as we are all grappling for the solution to 
a very difficult problem. 

It’s something that we are tr 3 ring to do at home in our own dis- 
trict right now. We are doing an inventory of all of the programs 
that we have in Abilene, Texas and San Angelo, Texas, two of my 
larger communities. As we have gotten into this discussion — and 
what brings us to you today with a recommendation — it became 
very apparent to all of us that there is no one in any community 
in the United States that can tell you all that is going on within 
that commimity. We have really no idea who is receiving what ben- 
efits from whom, or who is doing what to whom or for whom. 
Therefore, if you are going to solve a problem, it seemed to me also 
a little statement — I believe of fact — that the local people, the peo- 
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pie right there on the line that are delivering the services, have 
just as many problems with the State bureaucracy as they do with 
the Federal bureaucracy. 

Therefore, we are a little bit nervous about just saying we are 
going to solve the problem by letting the State solve the problem, 
without talking to the local people to see whether or not they agree 
with the proposed solution. I think that will perhaps — and I say 
this with an if because this is just something that I am doing per- 
sonally in my own district right now, but I found out after sharing 
this with others that others have tried this and, in fact, in some 
communities it is going on now — allow us to see if there is not a 
more efficient way of delivering better services by talking to the 
people on the firing line. I think the answer is going to be yes, but 
until we have had a little better chance to put it together with rec- 
ommendations, we chose not to make this a part of our bill that 
we will be introducing. I think, however, it is an idea and a concept 
that we really need to take a hard look at and perhaps these sav- 
ings within the system. I have read quite a few studies that strong- 
ly suggest that we can do a much better job of helping those truly 
needy by a more efficient administration of the program at the 
local level. 

Mr. McCrery. Thank you. 

Ms. Lambert, I want to ask you another question, but feel free 
to — with your indulgence, Mr. Chairman, just 1 second. 

On the SSI for Children Program, there is a lot of sentiment on 
this Committee to go forward with some reforms now and not wait 
on the Commission that was set up pursuant to legislation passed 
last year. So I would be interested to hear from you. 

You don’t have to go into it now, but I would be interested to 
hear from you any ideas that you have. I am sure you have thought 
about this, as to what reforms we could make now without doing 
damage to those children who truly need services and perhaps even 
cash payments, and — because I think we are going to try to move 
forward and include some SSI reform in the so-called Contract bill 
that is going to move through this Committee. 

Mrs. Lincoln. Well, my proposal in my bill, the capping at the 
1994 levels is included in our welfare reform package, and it is a 
part of that. 

If I could just step back for one moment and echo my colleagues 
here, when we talk about the differences perhaps from the Con- 
tract and what we have got, we have found that a great deal of the 
problems in the welfare reform area are programmatic in the sense 
that the programs themselves, and as Mr. Deal mentioned, that as 
opposed to just shifting the administrative burden to the States 
through block grants or other problems like that, we have to deal 
with the problems and the glitches that we have on the Federal 
level to actually correct the programs, and I think that that is what 
a lot of what we have tried to look at in this package, is to correct 
the wrongs that we may have made at the Federal level. 

The other difference that wasn’t pointed out is the child care in 
our package as opposed to the Contract. I think that is real impor- 
tauit, when you look at putting, especially young mothers and 
women back to work, is making sure that that child care is a por- 
tion of what you are doing. 
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I know we have seen some real positive results in some of the 
expansion and the pilot programs in Head Start from zero to 2, 
making sure that those programs are only made available to young 
mothers who are in school or holding a job, and we have found that 
to be very productive in limiting what we are making available and 
tying that back to their schoolwork as well as their jobs. 

On the SSI, it is very important that we move ahead, and I think 
that as I said in this hearing last year, that we have to be very 
cautious because we do not want to eliminate the benefits for those 
who are truly disabled. 

One of the biggest problems, as I mentioned in my testimony, is 
the IFA process, and as we go through that IFA process, those two 
domains out of the five that are still very subjective, looking at the 
solutions of how we deal with that, because you do not — or I cer- 
tainly do not want to indicate to anyone that there are not disabil- 
ities that coincide and come along with mental disabilities. There 
are mental disabilities that require assistance and they should, but 
as we go through that IFA process, which seems to be a big part 
of the problem, looking through that IFA process, those two do- 
mains produce too much subjectivity in calculating without giving 
the scientific verification of those illnesses that we actually need 
and that is why I say we should move with caution in dealing with 
the reform. 

If we cap it at 1994 levels, it gives us time to make those studies 
more thorough. The GAO report that will come out in the following 
couple of weeks presents to us that problem, that if we do go in 
and change that entire process, we run a very strong risk of elimi- 
nating the assistance and the resources getting to those that are 
mentally disabled because they do fall into those two domains and 
those two categories. 

So those have been my cautions, but I do think that we should 
move Eihead. I would be more than happy to work with you all in 
coming up and using the knowledge and the background that I 
have gained. 

Again, the block grants, we have concerns that we are just push- 
ing, again, the administrative burden onto the States in that re- 
spect. And you have also spoken and mentioned, I think, about a 
Medicaid expansion. I just sat on the Health Subcommittee of the 
Commerce Committee, which that does fall under our jurisdiction, 
and would be delighted to be able to work through that element 
with you all and coming up with some real hard, fast solutions that 
will put us in the right direction. 

Mr. McCrery. Mr. Chairman, I apologize, I said Ms. Lambert 
and it should be Mrs. Lincoln. 

Mrs. Lincoln. Have you ever in your life ever seen something 
cause so much confusion as a woman getting married and changing 
her name? 

Mr. McCrery. We are pleased to have you. I would be interested 
though, Mrs. Lincoln, in some specific proposals for changes right 
now, if you have any, because frankly, this Member is not prepared 
to maintain the status quo for another year or another 2 years 
waiting on the Commission. I think we have enough evidence in to 
know that the program as currently structured is just broken and 
we need to at least make an attempt to fix it. 
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Then let the Commission come in and tell us how those changes 
are working and how we might add further changes to improve the 
program, but it is clear to me that this program is badly broken. 
We are spending too much money and we need to at least make 
a stab at fixing it, so any specific proposals you have for reform 
now, I would be interested in getting from you. 

Mrs. Lincoln. We will be glad to work with you, and I would 
just like to comment that the Commission does meet and has to 
come up with its report by November 30. 

Mr. McCrery. Yes, I am aware of that. I got that date changed 
from November 1996 to November 1995 when we considered that 
in this Committee last year, but I was — even at that time, I was 
not in favor of creating a Commission. I was in favor of action. So 
anything that you could get us now would be appreciated. 

Mrs. Lincoln. We will be glad to work with you. 

Mr. Collins. I didn’t interrupt the gentleman because those are 
some of the questions I want to get to do, so I just yielded him my 
time. 

But we appreciate each of you with your testimony, we appre- 
ciate the fact that this is an issue that we all recognize needs to 
be addressed, and I believe we are going to travel forward with it. 
It is going to be traveled forward with a bipartisan effort. 

Thanks again. 

Ms. Dunn. Mr. Chairman, may I just ask one brief question be- 
fore the panelists leave? I either missed it or I didn’t hear it, or 
it is not in your proposal. 

On your second point of increasing individual responsibility, do 
you include a deadbeat dad proposal? 

Mr. Deal. Yes, our proposal does include provisions for addi- 
tional efforts for child support enforcement, yes. 

Mr. Collins. Thanks again and our next panel will come for- 
ward. 

OK, we will begin with Mr. Walsh from New York. 

STATEMENT OF HON. JAMES T. WALSH, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 

Mr. Walsh. Thank you, Mr. Chairman. It is a pleasure to appear 
before this Committee today and I appreciate your giving me the 
opportunity to do so. 

My testimony is about Supplemental Security Income, commonly 
known as SSI. I want to tell you a personal experience that an- 
gered me and in fact moved me to testify here today. 

Early last year, I met with several social workers in my Syracuse 
District office. They had requested the meeting. These are people 
of deep social conscience. They were worried and they were upset. 
The subject of their concern was the abuse of SSI that they witness 
firsthand, and ultimately, the effect that that abuse has on a sys- 
tem of support for families within the public school system. 

I was moved by their comments. In a nutshell, they explained 
how easy it is for a child to become qualified for SSI, often fraudu- 
lently. 

The reward is an additional $400 per month. As I say — I say ad- 
ditional, because often the family is already receiving AFDC and 
Medicaid benefits. Very often the family has become entangled in 
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a government system which tempts them to deceive the govern- 
ment and discourages them from seeking work. 

By the way, I served as a caseworker early in my career. To state 
the obvious, I am fully aware of the real needs of Americans who, 
without welfare, would be destitute and incapable of helping them- 
selves. 

Having said that, this hearing is not about punishing the poor. 
My testimony is not meant to belittle the needy. Our efforts are 
about fairness, to taxpayers, to law-abiding public assistance recipi- 
ents, and to the children who are directly affected by the behavior 
of the adults who intentionally abuse the system. 

Imagine hearing this as I did from social workers: Parents are 
coaching their children to act out in school. This behavior is consid- 
ered a disability by the Social Security Administration. 

This is something to make your blood boil. In one instance, they 
talked about a woman who had four children, and this was early 
on in their experience with this, so the mother came in with four 
children, asked that these kids be reviewed for disability. 

They did that and they determined that three of them were per- 
fectly normal, one had a slight learning disability. So they went 
back to the mother and they proudly proclaimed to the mother, you 
are the mother of three very healthy children and one with a slight 
reading disability. The mother immediately said, go find something 
wrong with the rest of them. 

Even more galling is the fact that while the pa 3 Tnent is made to 
the families, the remediation is already being done in the school 
district at no cost to that family. That is because the school district 
in New York State receives $3,000 to $4,000 per year per student 
determined to be disabled. Clearly the feeling among these dedi- 
cated workers, whose loyalty to the children is demonstrable and 
beyond question, is that money is being paid for bogus disabilities 
and that the waste is discrediting the overall good efforts of their 
colleagues. 

The allegation from these social workers is that the direct pay- 
ment is being used for material items, cars, televisions, and vaca- 
tions. The people who are abusing the system know they will not 
be dropped from the rolls because their cases are never reviewed. 

So I propose changing the system to meet this problem in three 
specific ways. First, I will propose that the definition by which a 
child qualifies for benefits be toughened. The court’s decision may 
stand, but the requirements should be determined with counsel re- 
garding additional medical and psychological testing. 

Second, once a child qualifies, I believe there should be annual 
review of the child’s progress. Unbelievably, the Social Security Ad- 
ministration presently conducts very few such progress reviews. 

And third, the cash method of payment must be changed. Per- 
haps a voucher system to pay for remedial help not provided at the 
school will end the abuse. How can this happen? How could we 
have gone so wrong? Generally pervasive dependence on welfare 
has become a generational trait in some urban areas. Specifically, 
rulings such as the 1990 Supreme Court decision of Sullivan v. 
Zehley greatly loosened the requirements for eligibility. In Zebley, 
the court ordered the Department of Health and Human Services 
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to rewrite the definition of disabled so that children would more 
easily qualify for benefits. 

The greatest concern that I have quite frankly is that an individ- 
ual with supplemental income of $400 per month, plus AFDC bene- 
fits, plus Medicaid and other Federal support income, will be far 
better off in many cases than a household with one or two wage 
earners. 

This is not fair to the people we are trying to free from the cycle 
of dependence and to the taxpayers who expect us to institute a 
proper and decent support system for the truly needy in our coun- 
try. The initial thrust of this program was to support adults with 
severe disability, like blindness, that prohibited them from full em- 
ployment, to supplement their income. It should not be used for 
kids who can’t sit still in class. 

Again, Mr. Chairman, thank you very much. 

Mr. Collins. And thank you. 

Mr. Bunn. 

STATEMENT OF HON. JIM BUNN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON 

Mr. Bunn. Thank you, Mr. Chairman, Members. I am Jim Bunn, 
representing Oregon’s Fifth District, and I just briefly want to 
share with you some concerns regarding support for teenage moth- 
ers as we deal with this question. As a prolife Member of Congress, 
I am concerned with requirements that I think would push girls to- 
ward an abortion and that — of anything that we do when we ask 
people to be responsible for their actions — is probably the least re- 
sponsible action they could take, but I want to share the state- 
ments of one or bring to your attention the statements of one girl. 

I met with a group of constituents, six girls in a crisis pregnancy 
center. One of those girls’ father had died and the family simply 
was not in the position that we could say, go home, and it is all 
going to be fine. Another girl had been living in a storage unit. An- 
other one of the girls, I asked her how long have you been on wel- 
fare. She said, I have been on welfare for 2 weeks and as I went 
through the background, Tracey Dreger had been working two jobs 
until the day before her due date. 

This is a girl who the father of the child would take no respon- 
sibility and was in another State, and as much as we need to re- 
work the laws and get tough on the deadbeat dads, here was a 
teenage girl who just couldn’t make it without help. We have been 
providing the help. 

She is the kind of girl that I think we need to look and say the 
welfare program was appropriate for. She doesn’t like being on wel- 
fare. She is not proud of it. She is working very hard right now 
taking care of a newborn baby, but 60 days from now, she is going 
back to work. Her employer has agreed to take her back to work, 
but without public assistance, she would have a major problem 
with medical bills, she would have a major problem just surviving 
for that 2-week period, and so it is very easy to stereotype, but I 
think it is important to go back and start talking to the people that 
we are going to impact because I talked to six girls, all with very 
different circumstances, and even though it is nice to say there 
should be two parents in every home and the family should be a 
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strong unit, it doesn’t always work that way, and I don’t think that 
we are in a position that we can realistically demand that and then 
cut off support for somebody that doesn’t fit that stereotype. 

So I respectfully ask that you consider the input of some people 
who can’t be here to share those, and Tracey Dreger is an example 
that I hope you can look at her testimony. I think it conveys a real 
need that we are meeting and that we shouldn’t turn our back on. 

[The prepared statement and attachment follow;] 
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HUMAN RESOURCES TESTIMONY ON WELFARE REFORM 
BY CONGRESSMAN JIM BUNN 

Mr. Chairman, I’d like to thank you and the Members of the committee for the oppoitunity 
to testify today. There are some who believe we are nishing to quick solutions about 
welfare, and I think these hearings provide ample evidence to the contrary. 

It appears to me, Mr. Chairman, that we have reached a critical point in the national debate 
over welfare. Today, virtually everyone agrees that the system as it stands is failing. 

Liberals and conservatives. Republicans and Democrats. .. all of us recognize that there are 
serious problems, and that those problems are getting worse with each day. 

The question, of course, is, "What are we going to do about it?" Too often in the past. 
Congress has answered that question without adequate input from the public. 

In an effort to change that, I have tried to spend time with welfare recipients from my 
district. I must tell you Mr. Chairman, the people I visited with bore little resemblance to 
the "welfare queen" stereotypes that often come to mind. 

I’d like to tell you about one of them. Miss Tracey Dreger, like many other welfare 
recipients, got pregnant as a teenager. She and her one month old baby girl, Kendra, receive 
assistance from the government through AFDC, WIC, and Healthy Start. 

Abandoned by her boyfriend after becoming pregnant, and stranded in a small Oklahoma 
town with no prospects for work, Tracey chose to keep her child rather than have an 
abortion, or give her up for adoption. Instead, she came home to Oregon to live with her 
mother. Tracey did everything she could to take responsibility for herself and her coming 
child. She went to work right away, even taking a second job during her last month of 
pregnancy. Indeed, she worked those two jobs until the day before her due date. 

However, after Kendra’s birth she was no longer able to work. The full time job of taking 
care of an infant took precedence, as it should. So now she finds herself on welfare. She is 
not proud of it, and she wants to get back on her feel within the next two months. 

Mr. Chairman, in my opinion, Tracey is exactly the kind of person the welfare system 
should be designed to serve. Like all teenagers, Tracey has made some mistakes. Unlike 
some, she has done all she could to accept responsibility for them. For that reason, I have 
serious concerns about blanket requirements to refuse benefits to teenage mothers. 

As a pro-life Member of Congress, I worry that such proposals will force girls like Tracey to 
have abortions. If the goal of welfare reform is to encourage recipients to take responsibility 
for their lives, it must not push young women to undergo abortions. . . in my opinion, the 
ultimate denial of personal responsibility. 

The revolution of the 1994 elections contained many messages. Voters demanded genuine 
reform of the welfare state. They also cried out for a government which views its citizens as 
more than numbers on a page. 

When we make decisions about welfare reform, Tracey, Kendra and hundreds of thousands 
like them should be on our mind. We are not simply trying to save money, we are trying to 
restore basic human dignity and civic duty to the neediest among us. By demanding that 
welfare recipients find work, we can help recipients to build the personal framework that 
leads to success. By cutting off benefits to teenage mothers, I fear we will punish children, 
both born and unborn, for the youthful mistakes of their parents. 

With that. I’d like to submit Tracey Dreger’s statement for the record, and I’d be happy to 
take your questions. 
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STATEMENT FROM TRACY DREGER 

My name is Tracey Dreger. I have a one month old baby girl named Kendra Dreger. Kendra has 
my last name because I never had any intention of marrying her father after I found out I was pregnant, 
and we are no longer together. Kendra was discussed but I never really thought it through until after I got 
pregnant. Then I decided that I didn’t like the relationship I was in and I didn't want to be pregnant. 
Although 1 felt that way, I wanted to keep the baby because abortion was not ideal for me. Also, adoption 
was not a choice I favored. It has not been easy being a single parent and being fmancially challenged but 
I have stuck with it and it is all worthwhile. 

I first got on assistance when 1 found out I was ten weeks pregnant. I got on the W.I.C. program 
and on medical assistance. I was not working and therefore had no medical insurance and no way to pay 
for a baby. The father was working but did not contribute to anything but himself. I was in the process of 
looking for a job but I was living in a very small town in Oklahoma and it was impossible to find a job. 
After a month of trying to figure out what I was going to do, I decided to move back to Oregon to live 
with my mother. My goal was to find a job and move out on my own. I didn't really want to live with 
my mom because her ex-husband and I didn't get along but 1 had no other choice. After I moved in, I got 
a job and she got divorced. After he moved, she was no longer able to pay the bills and try to support my 
brother, sister and I on one thousand dollars a month (when the rent is $610.00 and groceries alone cost 
more than $200.00 a month for five people. That doesn't include car payments, insurance, power, phone 
and other bills that we have. It was virtually impossible for my mom to support the household alone so we 
became roommates. I pay about half of everything with the wages that I make so we have a place to live 
and food on the table. 

Throughout my pregnancy everything was O.K. financially up till Thanksgiving. Bills were starting 
to pile up and we didn't have enough money to pay for them so I got a second job for the last month of my 
pregnancy. It was difficult because I made too much money from one job to be on assistance, but I didn't 
make enough to pay the bills. I worked two jobs until the day before. Kendra was boro. My mother also 
worked two jobs the weeks before Christmas. After the baby was bom, I faced a new problem which was 
how my mom and I were going to survive when I was unable to work because of maternity leave. The 
only option I saw was to go on public assistance. I only plan to be on public assistance for two months. 
This is the only way I can live because I have no income. I plan on going back to work and I want to. I 
don’t want to “live off the system*. I just need help for a short time. The father is not involved, by his 
choice, so I get no support from him financially, and as I said before, my mom doesn’t make enough to 
support me. 

Although I do not get financial support from anyone I have gotten a great deal of emotional support 
from the W.I.C. program. Healthy Start and Camp Fite. I have had r^resentatives of these groups in my 
home to visit me which has helped me a great deal. They let you know that you are not alone and that not 
every one of is against you. I am very thankful for all the support I have gotten from all these institutions. 
Without them I would not have been able to make it as well as I have. Everyone needs some kind of 
support sometimes and when you are a new patent, still in your teen years, you get scared and don’t know 
what to do. But, with the help of welfare, W.I.C., Healthy Start and Camp Fite you get reassurance and 
guidance which is very important to be a good parent. 
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Mr. Collins. Thank you, Mr. Bunn. 

Michael Castle from Delaware. 

STATEMENT OF HON. MICHAEL N. CASTLE, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF DELAWARE 

Mr. Castle. Thank you very much, Mr. Chairman. I appreciate 
the opportunity of being here and being able to share some 
thoughts with you. I had a chance to address the Governors yester- 
day at their meeting here in Washington and heard back from 
them some of their concerns too, and I am going to be talking most- 
ly about State flexibility and options. 

We all agree that our welfare system is broken, I think almost 
without exception in this country. Voters believe welfare programs 
now help too few, cost too much, encourage government depend- 
ency, discoiirage work, and penalize two-parent families. We recog- 
nize these flaws and others: The tendency to remain on the rolls 
for many years, the expanding niunber of overlapping programs 
and the recent explosion in out-of-wedlock births to teens and other 
unwed mothers. 

But I suspect some voters also wonder whether Congress might 
go too far too fast in a zeal to streamline and redirect welfare and 
reduce and cap social spending. Thus, the Congress is confronted 
with the problems associated with trying to faithfully carry out 
their mandate to change the nature of welfare in a fair, compas- 
sionate, and fundamental way. 

While I thought H.R. 3500 represented this approach in a fairly 
balanced way in the last Congress, I believe the Contract With 
America’s Personal Responsibility Act could be moving too far, in 
certain areas at least, toward punitive and potentially problematic 
solutions that could create as many problems as they solve. 

A couple of examples of this. The income disregard section in 
H.R. 3500 was dropped without discussion or reason, as far as I 
could ascertain, in order to retain the marriage disregard and the 
microenterprise sections. As these sections were State options in 
H.R. 3500, allowing the States to experiment without having to go 
through the time consuming waiving process, we should reconsider 
retaining experimental waiving sections like these and others and 
push to abolish the waiver process which was embraced by H.R. 
3500. 

The Personal Responsibility Act places greater emphasis on work 
over education and training than H.R. 3500, which is acceptable 
and right, but it raises the participation rates significantly from re- 
quiring 2.2 million as opposed to 1.2 million to be placed in jobs 
over 5 years. Will States be capable of placing this many additional 
welfare recipients into paying jobs when they protested the stand- 
ards originally laid out in H.R. 3500? 

In my view, while we should pursue a policy of education and 
training for up to 2 years, it shouldn’t be a strict 2-year cutoff for 
those who are in school or qualifying for some criteria, which would 
allow that person to be exempt from a strict cutoff. 

States should be afforded some latitude to address this based on 
strict standards, but vrithout the need for waivers. We need to re- 
examine the so-called compromise that was reached in developing 
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the Contract over prohibiting AFDC cash benefits to children born 
to unwed mothers under age 18. 

And it should consider returning it to the State opt out provision 
that was in H.R. 3500. This might return as a State option because 
the State, not the Federal Government, should ultimately decide 
when confronted with a situation of actually denying aid to the 
child bom to an unwed teen parent for up to 18 years. 

While H.R. 3500 denied AFDC to children bom to women on wel- 
fare who had received welfare at any time during the 10 months 
prior to the child’s birth as a State opt out, the Personal Respon- 
sibility Act mandates this provision. Until we have a better under- 
standing of how States will address this issue, we should consider 
leaving this as an opt out. 

The Personal Responsibility Act includes an automatic cutoff of 
AFDC benefits for those who received AFDC for 5 years with the 
option for the State to make it a 2-year cutoff. H.R. 3500, on the 
other hand, left it to the State’s discretion to cut these benefits 
after 5 years. If the States will ultimately be responsible for those 
who will be cut off, does it not make sense for them to determine 
when that cutoff would be? The 5-year time limit would help those 
recipients unable to find employment. 

In a number of fairly punitive ways then, the Personal Respon- 
sibility Act would prohibit States from providing AFDC to children 
or families in need. If it is tme, I find disturbing estimates that 
if these provisions were fully in effect today, over 5 million children 
could have a shortage of benefits. 

Of all the precepts regarding welfare reform, one of the over- 
riding goals ought to be what is right for our Nation’s children, re- 
ducing the cost of welfare, discouraging illegitimacy, preventing 
and punishing welfare fraud are all worthy and right goals, but 
they are secondary to the goal of improving the prospects of our 
next generation. 

As Delaware’s former Governor, I agree with the premise behind 
the goal to consolidate and streamline funding sources into super 
block grants and provide them to the States to create their own 
more efficient welfare delivery systems. 

Congress needs to empower the States to devise systems to make 
work pay, apply standards of responsibility that promote the work 
ethic, provide entry level jobs and a partnership with business, and 
create welfare programs that take into account limited economic 
circumstances. 

We also need to insure that we provide for State flexibility dur- 
ing economic downtvims, maybe considering a restrained growth 
policy where some growth in the welfare rolls would he allowed, a 
rainy day count that would recognize States’ economic differences 
or other inescapable problems. 

As the welfare debate moves into high gear. Congress should try 
to avoid an oversimplified approach of dismantling existing welfare 
programs, be as constructive and fair as possible and make dra- 
matic change where we can, insure State flexibility, but account- 
ability, and still provide a minimum safety net for our children. A 
different tack, but we need to try to do it. 

Thank you very much, Mr. Chairman. 

[The prepared statement follows:] 
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REPRESENTATIVE MICHAEL N. CASTLE 

HOUSE WAYS AND MEANS 
SUBCOMMITTEE ON HUMAN RESOURCES 

JANUARY 30, 1995 


MR. CHAIRMAN: 


THANK YOU FOR ALLOWING ME TO TESTIFY BEFORE THIS SUBCOMMITTEE 
TODAY. I APPRECIATE HAVING THE OPPORTUNITY TO BRIEFLY SHARE MY VIEWS 
ON THE COURSE WELFARE REFORM HAS RECENTLY TAKEN, AND WHERE I BELIEVE 
IT SHOULD GO. 

ALL OF US AGREE THAT OUR WELFARE SYSTEM IS BROKEN. VOTERS 
BELIEVE WELFARE PROGRAMS NOW HELP TOO FEW, COST TOO MUCH, 
ENCOURAGES GOVERNMENT DEPENDENCY, DISCOURAGES WORK AND PENALI2ES 
TWO-PARENT FAMILIES. WE RECOGNIZE THESE FLAWS AND OTHERS: THE 
TENDENCY TO REMAIN ON THE ROLLS FOR MANY YEARS, ITS RISING COSTS AND 
EXPANDING NUMBER OF OVERLAPPING PROGRAMS, AND THE RECENT EXPLOSION 
IN OUT-OF-WEDLOCK BIRTHS TO TEEN AND OTHER UNWED MOTHERS. BUT I 
SUSPECT SOME VOTERS ALSO WONDER WHETHER THE CONGRESS MIGHT GO TOO 
FAR, TOO FAST IN ITS ZEAL TO STREAMLINE AND REDIRECT WELFARE, AND 
REDUCE AND CAP SOCIAL SPENDING. 


THUS THE CONGRESS IS CONFRONTED WITH THE PROBLEMS ASSOCIATED 
WITH TRYING TO FAITHFULLY CARRY OUT THE MANDATE TO CHANGE THE 
NATURE OF WELFARE IN A FAIR, COMPASSIONATE, AND FUNDAMENTAL WAY. 
WHILE I THOUGHT H.R. 3500 REPRESENTED THIS APPROACH IN A FAIRLY 
BALANCED WAY IN THE LAST CONGRESS, I BELIEVE THE CONTRACT WITH 
AMERICA’S “PERSONAL RESPONSIBILITY ACT’ COULD BE MOVING TOO FAR 
TOWARD PUNITIVE AND POTENTIALLY PROBLEMATIC SOLUHONS THAT COULD 
CREATE AS MANY PROBLEMS AS THEY SOLVE. IN THIS SENSE, THE CONTRACT 
WITH AMERICA’S “PERSONAL RESPONSIBILITY ACT’ MIGHT NOT STRIKE AN 
EQUITABLE BALANCE BETWEEN CHANGE THAT THE VOTERS WANT. THE GOAL 
OF FACILITATING SELF-SUFFICIENCY AMONG WELFARE RECIPIENTS, AND 
PROVIDING THE PROPER STATE FLEXIBILITY WHILE SHLL ENSURING THAT 
MINIMUM FEDERAL STANDARDS BE MET. 

FOR EXAMPLE, THE INCOME DISREGARD SECHON IN H.R. 3500 WAS 
DROPPED, WITHOUT DISCUSSION. IN ORDER TO RETAIN THE MARRIAGE 
DISREGARD AND THE MICROENTERPRISE SECHONS. AS THESE SECTIONS WERE 
STATE OPTIONS IN H.R. 3500, ALLOWING THE STATES TO EXPERIMENT WITHOUT 
HAVING TO GO THROUGH THE HME-CONSUMING WAIVER PROCESS, WE SHOULD 
RECONSIDER RETAINING EXPERIMENTAL INCENTIVE SECTIONS LIKE THESE OR 
OTHERS, AND PUSH TO ABOLISH THE WAIVER PROCESS, WHICH WAS 
EMBRACED BY H.R. 3500. 


THE PERSONAL RESPONSIBILITY ACT PLACES GREATER EMPHASIS ON WORK 
OVER EDUCAHON AND TRAINING THAN H R. 3500, WHICH I THINK IS ACCEPTABLE, 
BUT IT RAISES THE PARHCIPAHON RATES SIGNIHCANTLY FROM REQUIRING 2.2 
MILLION AS OPPOSED TO 1.2 MILLION TO BE PLACED IN JOBS OVER FIVE 'VEARS. 
WILL STATES BE CAPABLE OF PLACING THIS MANY ADDITIONAL WELFARE 
RECIPIENTS INTO PAYING JOBS WHEN THEY PROTESTED THE STANDARDS 
ORIGINALLY LAYED OUT IN H.R 3500? 
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[N MY VIEW, WHILE WE SHOULD PURSUE A POLICY OF EDUCATION AND 
TRAINING FOR UP TO TWO YEARS, IT SHOULDN’T ALWAYS BE A STRICT TWO 
YEARS AND OUT CUT-OFF FOR ALL WELFARE RECIPIENTS. INSTEAD, THE CUT-OFF 
SHOULD EXEMPT THOSE WHO ARE IN SCHOOL, TRYING TO WORK, OR QUALIFYING 
FOR SOME CRITERIA WHICH WOULD ALLOW THAT PERSON TO BE EXEMPT FROM A 
STRICT CUT-OFF. STATES SHOULD BE AFFORDED SOME LATITUDE TO ADDRESS 
THIS BASED ON STRICT STANDARDS, BUT WITHOUT THE NEED FOR WAIVERS. 

WE NEED TO REEXAMINE THE SO-CALLED “COMPROMISE” THAT WAS 
REACHED IN DEVELOPING THE CONTRACT OVER PROHIBITING AFDC CASH 
BENEFITS TO CHILDREN BORN TO UNWED MOTHERS UNDER AGE 1 8, AND SHOULD 
CONSIDER RETURNING IT TO THE STATE OPT-OUT PROVISION THAT WAS IN H.R. 
3500. THIS SHOULD RETURN AS A STATE OPTION BECAUSE THE STATE - NOT THE 
FEDERAL GOVERNMENT - SHOULD ULHMATELY DECIDE WHEN CONFRONTED 
WITH THE SITUAHON OF ACTUALLY DENYING AID TO THE CHILD BORN TO AN 
UNWED TEEN PARENT FOR UP TO 18 YEARS. 

WHILE H.R. 3500 DENIED AFDC TO CHILDREN BORN TO WOMEN ON 
WELFARE, OR WHO HAD RECEIVED WELFARE AT ANY HME DURING THE 10 
MONTHS PRIOR TO THE CHILD’S BIRTH AS A STATE OPT-OUT, THE PERSONAL 
RESPONSIBILITY ACT MANDATES THIS PROVISION. UNTIL WE HAVE A BETTER 
UNDERSTANDING OF HOW STATES WILL ADDRESS THIS ISSUE, WE SHOULD 
CONSIDER LEAVING THIS AS A OPT-OUT. 

THE PERSONAL RESPONSIBILITY ACT INCLUDES AN AUTOMAHC CUTOFF 
OF AFDC BENEFITS FOR THOSE WHO RECEIVED AFDC FOR 5 YEARS, WITH THE 
OPTION FOR THE STATE TO MAKE IT A TWO-YEAR CUTOFF. H.R. 3500, ON THE 
OTHER HAND, LEFT IT TO THE STATE’S DISCREHON TO CUT THESE BENEFITS 
AFTER FIVE YEARS. IF THE STATES WILL ULTIMATELY BE RESPONSIBLE FOR THE 
FATE OF THOSE WHO ARE CUT OFF, DOES IT NOT MAKE SENSE TO ALLOW THEM TO 
DETERMINE WHEN THAT CUT-OFF WILL BE? THE FIVE-YEAR TIME LIMIT 
APPARENTLY WOULD HAVE NO EXCEPTION FOR THE INCAPACITATED, CHILDREN, 
OR THOSE RECIPIENTS UNABLE TO FIND EMPLO’YMENT. 

IN A NUMBER OF FARLY PUNITIVE WAYS. THEN. THE PERSONAL 

RF.SPONS1R1I.1TY ACT WOIR D PROHIBIT STATES FROM PROVTDTNr. AFDC TO 

CHILDREN OR FAMILIES IN NEED . IF IT IS TRUE, I FIND DISTURBING ESTIMATES 
THAT IF THESE PROVISIONS WERE FULLY IN EFFECT TODAY, OVER FIVE MILLION 
CHILDREN COULD HAVE A SHORTAGE OF BENEFITS. OF ALL THE PRECEPTS 
REGARDING WELFARE REFORM, ONE OF THE OVERRIDING GOALS OUGHT TO BE 
WHAT IS RIGHT FOR OUR NAHON’S CHILDREN. REDUCING THE COSTS OF 
WELFARE, DISCOURAGING ILLEGITIMACY, PREVENTING LONG-TERM WELFARE 
DEPENDENCY, AND PUNISHING WELFARE FRAUD ARE ALL WORTHY GOALS, BUT 
THEY ARE SECONDARY TO THE GOAL OF IMPROVING THE PROSPECTS OF OUR 
NEXT GENERATION. 

AS DELAWARE’S FORMER GOVERNOR, I AGREE WITH THE PREMISE BEHIND 
THE GOAL TO CONSOLIDATE AND STREAMLINE FUNDING SOURCES INTO SUPER- 
BLOCK GRANTS, AND PROVIDE THEM TO THE STATES TO CREATE THEIR OWN, 
MORE EFFICIENT WELFARE DELIVERY SYSTEMS. CONGRESS NEEDS TO 
EMPOWER THE STATES TO DEVISE SYSTEMS TO MAKE WORK PAY, APPLY 
STANDARDS OF RESPONSIBILITY ON BOTH THE STATE’S AND THE RECIPIENT’S 
PARTS, PROVIDE ENTRY-LEVEL JOBS IN A PARTNERSHIP WITH BUSINESS, AND 
CREATE WELFARE PROGRAMS THAT TAKE INTO ACCOUNT LIMITED ECONOMIC 
CIRCUMSTANCES. WE ALSO NEED TO ENSURE THAT WE PROVIDE FOR STATE 
FLEXIBILITY DURING ECONOMIC DOWNTURNS - MA'YBE CONSIDERING A 
“RESTRAINED GROWTH POLICY” WHERE SOME GROWTH IN THE WELFARE ROLLS 
WOULD BE ALLOWED, OR A “RAINY DAY ACCOUNT” THAT WOULD RECOGNIZE 
STATES’ ECONOMIC DIFFERENCES OR OTHER INESCAPABLE PROBLEMS. 
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ALTHOUGH H.R. 3500 ALLOWED STATES TO CHOOSE BLOCK GRANTS AS AN 
OPTION -A COURSE I MIGHT HAVE CHOSEN AS GOVERNOR, I’M NOT INTERESTED 
IN SIMPLY SHIFTING RESPONSIBILITY FROM ONE BUREAUCRACY TO FIFTY. WE 
NEED TO BE VERY CAREFUL THAT OUR INTENTIONS, HOWEVER GOOD, NOT END UP 
JEOPARDIZING SUPPORT FOR THOSE WHO ARE MOST DISADVANTAGED. BECAUSE 
A MAJORITY OF THE STATES HAVE NOT YET EMBRACED THE BLOCK GRANT 
PROPOSAL, IT’S IMPORTANT TO CONTINUE TO LOOK AT THE GOALS AND AIMS OF 
H.R. 3500 THAT PROVIDED THE FLEXIBILITY, YET ENSURED THAT THE NEEDS OF 
THE MOST DISADVANTAGED WOULD BE MET. 

PERHAPS CONGRESS SHOULD CONSIDER AN INITIAL POLICY OF ALLOWING 
A CHOICE BETWEEN RECEIVING FEDERAL WELFARE DOLLARS EITHER IN A CASH 
PAYMENT OR CONTINUE THE CURRENT SYSTEM THAT GUARANTEES THROUGH 
ENHTLEMENTS WELFARE ASSISTANCE TO QUALIFYING FAMILIES, WHILE 
GRANTING STATES MORE FLEXIBILITY TO ADMINISTER THEIR PROGRAMS MORE 
EFFICIENTLY. H.R. 3500 ESSENTIALLY EMBRACED THIS CONCEPT. 

AS THE WELFARE REFORM DEBATE MOVES INTO HIGH GEAR CONGRESS 
SHOULD TRY TO AVOID AN OVERSIMPLIFIED APPROACH OF DISMANTLING 
EXISTING GOVERNMENT WELFARE PROGRAMS, BE AS CONSTRUCTIVE AND FAIR 
AND MAKE DRAMATIC CHANGE WHERE WE CAN, ENSURE STATE FLEXIBILITY BUT 
ACCOUNTABILITY, AND STILL PROVIDE A MINIMUM SAFETY NET FOR OUR 
CHILDREN. 

THANK YOU. 
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Mr. Collins. Thank you, Mr. Castle. 

Ms. Norton, Delegate from the District of Columbia. 

STATEMENT OF HON. ELEANOR HOLMES NORTON, A 
DELEGATE IN CONGRESS FROM THE DISTRICT OF COLUMBIA 

Ms. Norton. Thank you, Mr. Chairman. My testimony is about 
meshing our goals with pragmatic solutions. I would like to excerpt 
from my longer testimony how the Federal Government’s neglect 
and nightmarish bureaucratic malpractice have played major roles 
in the failure of the welfare system. 

The Congress and the executive branch are directly responsible 
for allowing one of the great New Deal innovations of the thirties 
to finally collapse into the worst failure of government in the nine- 
ties. The major flaw in the present system is found in its oper- 
ations, not its recipients. 

The guardians of the system failed to change the program from 
a passive checkwriting system as the post-World War II American 
economy and society were transformed. We have taken the cheap, 
easy, and harmful way out by sending a below subsistence check 
to young women in the prime of their lives, while offering almost 
no realistic encouragement or vehicle for becoming independent. 

In the process, the government has saved billions of dollars. The 
country, however, has paid an incalculable price. The price includes 
decadence, the only word I can summon for a system that has lost 
its moral underpinning by disqualifying recipients who try to work 
and actively encouraging indolence and harmful conduct. Mr. 
Walsh’s comments, I think, vividly illustrate one such example. 

There are, I think, three fallacies, however, in the way we are 
going about welfare reform in this Congress: Confused and con- 
tradictory goals, shifting and uncertain ground concerning the ap- 
propriate division between Federal and State responsibilities, and 
unrealistic and impractical solutions. 

First, the goals of welfare reform have become confused and 
muddled. We see the influence of Charles Murray in the insertion 
of a radical orphanage notion to deal with children who have suf- 
fered no abuse except the absence of jobs for mothers willing to 
work or who indeed may be working in public service jobs. 

This kind of notion contradicts and could overwhelm the stated 
goal of the Personal Responsibility Act that enjoys almost unani- 
mous public support, requiring parents, whether divorced, sepa- 
rated or single, to work and take care of their own children. 

Another contradictory notion is the increasing reliance of some 
on charity for policy discrepancies in the bills. Surely the Congress 
wants to send an undiluted message that work is the only alter- 
native to welfare. Replacing the welfare dole with the charity dole 
confuses the poor and confuses our stated mission to reform the 
welfare system by encouraging independence and requiring paren- 
tal responsibility to provide for one’s own children. 

Moving to clarifying the appropriate responsibility between our- 
selves and the States, almost gullibly, some have accepted the pro- 
posal of some of the Governors to make the Federal Government 
functionally a passthrough for a mission of national importance, 
the support of impoverished children. 
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Unless we are willing to recede from the Federal interest in re- 
lieving the burden of poverty on children, we must much more 
thoughtfully lay out the Federal, the State, and the local interest 
and responsibilities. 

To accomphsh their purpose, the Governors have set up an equa- 
tion of apples and oranges. They want to exchange block grant 
flexibility for the elimination of poverty programs as entitlements. 
Clearly States can be granted maximum flexibility while maintain- 
ing welfare and food stamps as individual entitlements for the poor 
and the working poor. The tradeoff between block grant flexibility 
and entitlement to benefits to individuals is a false match. I don’t 
believe the Governors would have suggested such a risky tradeoff 
if they did not believe that the Federal Government has itself 
reached inflexible cost-cutting imperatives. 

I want to commend Chairman Shaw for trying to respond to the 
challenge of apportioning State and Federal responsibility fairly. I 
want, however, to encourage the Committee to ask itself some hard 
questions about which obligations should be expressed as national 
standards and which are better off left to the States? 

Let’s take time limits. Suppose a State established a 1-month 
time limit. Orphanages for children. Suppose the State sets up or- 
phanages for well cared for children whose mothers are working for 
their checks in rural areas and inner cities with few jobs. What is 
your answer to those hypotheticals? They will become more than 
hypothetical if the present bill simply passes. 

My greatest fear is that we will put in place a national system 
before getting answers that will avoid a sea of unintended con- 
sequences at the expense of children. At the very least, I hope that 
we will include some safety valves for what we don’t have answers 
to, such as demonstration projects on some of the most controver- 
sial and uncertain changes before going national with them. 

If I could offer a few suggestions of what I believe are reality- 
based answers that have practical resonance. One, requiring imme- 
diate work for many recipients, even before beginning any time 
limit in private part-time employment, as a realistic way to get 
people, many of whom will be hard to place into the work force and 
have small children. A period of subsidy from welfare checks, if re- 
quired, would be well worth it to get these people in the work force. 

Two, the incentive of keeping part of the welfare check could be 
offered to recipients eligible only for low-wage jobs, otherwise they 
won’t be able to make a living when they get off of welfare. 

Three, rather than cut food stamps, allow them to grow because 
they supplement or can supplement part-time or full-time, low- 
wage work and allow parents to leave welfare for available jobs. 
Furthermore, since most welfare recipients themselves leave the 
system in 2 years, we should identify the reasons that they return 
and focus on eliminating these particular reasons in order to make 
permanent the self-help welfare recipients already engage in when 
they leave the rolls. 

Finally, Mr. Chairman, I ask only that the pragmatism that has 
been the central feature of every American success story become 
more central to our own proceedings. 

Thank you very much. 

[The prepared statement follows:] 
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TESTIMONY OF CONGRESSWOMAN ELEANOR HOLMES NORTON 
ON THE CONTRACT WITH AMERICA’S PERSONAL RESPONSIBILITY ACT 
BEFORE THE SUBCOMMITTEE ON HUMAN RESOURCES 


JANUARY 30, 1995 


Before we reconstruct any government program or mission, it is essential to try 
to understand why is has failed. No physician would prescribe a remedy without first 
diagnosing the disease. The metaphor is especially applicable to our work on welfare 
reform. The federal government's neglect and nightmarish bureaucratic malpractice 
have played major roles in the failure of the welfare system. The Congress and the 
Executive branch are directly responsible for allowing one of the great New Deal 
innovations of the 1930's to finally collapse into the worst failure of government in the 
tggo's. 

The welfare system has traveled the full distance from a perfect fit into the 
family structure and economy of the 1930‘s and 40's to a total misfit in the family life 
and economic realities of the tggO's. The federal government has presided over and 
been the prime mover in shaping a system that first became dysfunctional for 
virtually ail it served and now has become decadent for many trapped within confines 
drawn by the federal government. 

The major flaw of the present system is found in its operations, not its 
recipients. The guardians of the system failed to change the program as social and 
economic realities changed. The passive system of the 1930's that offered grants to 
poor women with no other means of support made sense when most women were 
house wives and the economy was unreceptive to working women. This same 
passive federal program made less and less sense as post World War II American 
society was transformed. 

Long ago we should have repaired the welfare system to reflect the modern 
work-centered reality of men, women and even teenagers that became necessary to 
preserve the American standard of living. Instead we have waited until the program 
is beyond repair and until Americans have justifiably rebelled against a system that 
has taken the cheapest, easiest, and as it has turned out, the most harmful way out. 
The cheap, easy and hannful way has been to send a below subsistence check to 
young women in the prime of their lives while offering almost no realistic 
encouragement or support for becoming independent. In the process the government 
has saved billions of dollars. But the country has paid an incalculable price. 

That price includes decadence, the only word I can summon for a system that 
has lost its moral underpinning and actively encourages harmful conduct in some. 
Here I am not speaking of "illegitimacy" a change against the welfare system that is 
in dispute. All I know for sure is that for most women and girls,of every background, 
having a baby without a husband or father to help is one of life’s most dreaded 
experiences. What is not in dispute are other phenomena that system has 
encouraged. Let me name just a few: working off the book because of the hardship 
of living on a welfare grant which, now at XX% of what it bought XX years ago, is 
less than subsistence for many children and mothers; exploitation by unemployed 
welfare fathers, victims of the whole sale flight of jobs from cities and rural areas, 
who now sometimes victimize others, including their own children whom they fail to 
support sometimes living on the welfare grant as well; and most tragically, a shot gun 
marriage between the poverty culture and the drug culture who live in the same 
environment someimes feeding off of each other. 

This, Mr. Chairman is indeed a system reduced from a high purpose to 
decadence. This is decadence in which the federal government has moved from 
enabler to active participants. 
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I recite this sad history of costly failure for a purpose. I fear that we are at 
another turn in the road of welfare reform failures. We have done enough damage 
without compounding it. I would like to be specific by discussing what I believe are 
three fallacies of welfare reform that have emerged and then offer some suggestions 
for eliminating them. The fallacies are 1) confused and contradictory goals; 2) 
shifting and uncertain ground concerning the appropriate division between federal and 
state responsibilities; and 3) unrealistic and impractical solutions. 

First, the goals of welfare reform have become confused and muddled. If we 
do not define our mission we can make even a very bad situation even worse. 

The Personal Responsibily Act is itself substantially different from the 
Republican bill of last year, HR 3500. The new bill reflects the apparent influence of 
Charles Murray, who advocates the elimination of welfare altogether. This influence 
is seen most radically in the adoption of Murray's orphanage idea to deal with 
children who suffer no abuse except the absence of jobs for mothers willing to work. 
Murray’s orphanages are meant as a punishment and a deterrent for out-of-wedlock 
child-bearing. Murray's orphanage notions have been a distraction from the 
consensus Issues in the PersoanI Responsibility Act and lift the impression that 
eliminating illegitimacy is the primary purpose of the welfare reform bill. Part of 
Murray's all-out-elimination approach have clearly found their way into the Contract, 
and they contradict and could overwhelm another stated goal of the Personal 
Responsibility Act to require parents - whether divorced, separated, or single - to 
work and take care of their own children. 

The influence of Charles Murray and contradictions that have resulted are 
further demonstrated by the increasing reliance on charity for policy discrepancies. 
Leave aside for the moment the knowing evasion of the fact about the actual amount 
of available charity dollars and the wide range of activities unrelated to the poor that 
depend on charities. Surely, the Congress wants to send an undiluted message that 
message that work is the only alternative to welfare. Replacing the welfare dole with 
the charity dole confuses the poor and confuses our stated mission to reform the 
welfare system by encouraging independence and requiring parental responsibility to 
provide for one's own children. 

A second and related fallacy of welfare reform is the shifting ground between 
what is appropriate at which level of government. Here we see a particulalry move 
away not only from the Republican bill of last year but also from the Personal 
Responsibility Act and the Contract itself. Quickly and with little mapping of the 
consequences, we are switching toward a state-based system different in each of the 
50 states and the District of Columbia. This stunningly abrupt change appears to be 
driven by a legitimate desire of the states to be free of federal bureaucratic 
interference on one hand and an illegitimate desire for a "free lunch" on the other. 

The free lunch is direct access to federal money raised through federal taxes with no 
strings of any kind attached Almost gullibly, some have accepted the proposal of 
some of the governors to make the federal government functionally a passthrough for 
a mission of nation importance, the support of impoverished children. Unless we are 
willing to irresponsibly recede from the federal interest in relieving the burden of 
poverty on children, we must much more thoughtfully lay out the federal, the state, 
and the local interests and responsibilities. Otherwise, we appear to condone raiding 
the federal treasury without requiring anything in return, including baseline federal 
standards. One can surely understand what the states are attempting and why. If 
"the feds" appear to be open to giving out federal money without more, who could be 
expected to refuse it? 

To accomplish their purpose the governors have set up an equation of apples 
and oranges. They want a deal ~ block grant flexibility to ? AFDC, food stamps, ??? 
as they please - for entitlement benefits for all who qualify. In light of the inevitable 
consequences, the irresponsibility embraced in the block grant proposal is difficult to 
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overstate. 

This shortsighted proposal only reinforces why we have entitlements at all. No 
government easily allows the draw down of money from its treasury as an entitlement 
apart from the national interest in reducing poverty. AFOC and food stamps are 
entitlements in part because of national phenomena. One of these is the permanent 
characteristic of a cyclical economy that leaves states vulnerable to national 
economic trends. A second reason why welfare is an entitlement is the freedom of 
movement that allows poor people to take their poverty with them across state lines. 
The federal contributions mediates unfair costs that would othenvise leave state and 
local tax payers to pay entirely for this important freedom that binds the states 
together in a federal union? 


When confronted with the obvious problem of appropriation -- limited block 
grants, transparently inadequate, even fallacious responses have been offered. For 
example, we are told that administrative savings from discarded federal regulations 
will take up the slack. This is much like the fraud - waste -- and - above answer to 
the need for cuts in programs. Estimates predict an almost immediate 1 5% shortfall 
compared to the best estimate for administrative savings of 2 to 3%. The governors 
desperate to be free of regulations shouid not be put in the impossible situation of 
trading off funds for deregulation. The need to face the state of overregulation is the 
sine qua non of reform itself. The case against much AFDC regulation is 
ovenwhelming. Indeed beginning in the 1970s, instead of engaging in a 
thoroughgoing reform to reduce the rolls, regulation was actually increased to make it 
more difficult to qualifyl Clearly, states can be granted maximum flexibility while 
maintaining welfare and food stamps as entitlement. The trade off between block 
grants and flexibility is a false match. Surely governors should not suggest it if they 
did not fill the federal government’s cost-cutting imperatives. 

Some in Congress, particularly Chairman are trying to respond to the ), 
challenge of apportioning state and federal responsibility for welfare. This effort is to 
be applauded with the caution that if a block grant approach remains, we must devise 
a realistic safety net. immediately responsive to needs. Federal funds that depend on 
triggers and data that build in lag time and get to states after a recession is over in 
the emergency has passed, deepen rather than relieve a crisis. This, of course, is 
the lesson of the history of government benefits and a good part of the reasons 
welfare and food stamps are entitlement in the first place. 

Today's debate has left confusion as to what, if any, rational standards are 
appropriate and what should be left to the states. This is a difficult apportionment to 
make, but we can’t avoid the necessity to do so by covering it with a block grant. 

The problems of no funds for eligible people will not go away. The necessity to rase 
state and local taxes to support the poor when the federal funds run out will remain. 
The fact that 10% of Americans are on food stamps today and that half of those are 
working people - people who have recently lost their jobs cannot be wished away. 

Beyond the apportionment of funds is the sharing of obligations for a 
responsibility with profound state as well as national implications. Which parts of the 
Personal Responsibility Act should be national standards and which are better left to 
the states? Time limits? Suppose a state put a 2-month time limit? Orphanages for 
abuse children? Suppose a state set up orphanages for well-cared for children 
whose mothers were working for welfare in low income areas with few jobs? 

Not only do we not have the answers to such dilemmas. We have not begun a 
systematic effort to look for the answers. 

My greatest fear is that we will put in place a national system before getting 
answers that will avoid a sea of unintended consequences at the expense of children. 
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Is a 100 day agenda a political hubris that is worth such mistakes. If some reform, 
any reform no matter how Incompletely thought through Is the response, then, I hope 
that we will build In some safety measures. One might be to do demonstration 
projects on some of the most controversial and uncertain changes. What must be 
avoided at all costs is making large changes in a iarge system that produces iarge 
mistakes. 

This, of course, leads to the third fallacy of welfare reform, the most dangerous 
of the three. Unrealistic and Impractical “solutions" have become legion. Increasingly 
there is pressure at the federal level to do welfare reform on the cheap. 

For example last year's Republican bill and this year’s Personal Responsibility 
Act focus o n day care have been all but displaced by unrealistic notions of block 
grants and the end of entitlement. The catch word of welfare reform is jobs yet there 
is denial about the economic of hard pressed cities and rural areas with high 
unemployment where there are no jobs. AFDC and food stamps are not among the 
rapidly xx and most costly entitlement. Yet the plan is to cut them -xxing declining 
federal support with Increasing state obligations. 

XX and impractical solutions to welfare spring almost entirely from emotion and 
ideology. Both can xx the search but they cannot provide the answer. 

We need to start talking about answers that have practical resonance. Here 
are some examples: 

1). Part time jobs are the only jobs that are growing rapidly. They are also the 
jobs welfare mothers, many of them poorly skilled who have small children are likely 
to qualify for. To succeed with work, welfare reform must fit market trends in job 
creation. Requiring work immediately even part-time private sector employment with 
a period of subsidy from welfare checks is a realistic way to get many of the hard to 
place off of welfare before the beginning of the two year limit wherever possible. 

Once a parent gets into the work places she is much more likely to progress from 
there to better jobs. 

Other recipients eligible only for low wage jobs the Incentive of allowing them t 
keep part of the welfare grant as indicated by family size and need. The point is to 
get people private sector jobs because it is much easier to spin them off of welfare 
into permanent jobs once they have job experience and a record of working. 

Rather than cut food stamps, now is the time to allow them to grow because 
they supplement part time or full time work and allow parent to leave welfare for 
whatever jobs are available. 

Food stamps are keeping many working poor families working and many 
unemployed families from eviction because of the limits unemployment compensation. 
Cutting food stamps guarantees discrimination against the working poor and 
temporarily unemployed, who will often be the last to qualify because they are less 
likely to need food stamps on the longer term basis of welfare recipients 

4) Since most welfare recipients themselves leave the system in less than two 
years, we should identify the reasons the return and focus on eliminating them in 
order to make permanent self help welfare recipients already xx to leave the rolls. 

Pragmatism has always been at the center of everything Americans have done 
to XX the building of American industry to the solutions devised in the New Deal - 
establishing and then acting on what works has been the premise of this country. 

The search for welfare reform has been distinctly different. It has been characterized 
by finger pointing, raw emotion, xx xx the present system, and philosophical and 
ideological debates. It is time to reform to what has always worked for ~ the realistic 
evaluation of a problem and the pragmatic search for a solution. 
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Mr. Collins. Thank you, Ms. Norton. 

Mr. Greenwood. 

STATEMENT OF HON. JAMES C. GREENWOOD, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF PENNSYLVANIA 

Mr. Greenwood. Thank you, Mr. Chairman. I would ask unani- 
mous consent that the statement that we submitted on Friday, in- 
cluding the attached Congressional Research Service study on 
need-tested benefits and Federal income tax liabilities by State be 
inserted into the record, and then I would just like to offer a few 
comments if I may. 

Coincidentally, like the gentleman from New York, Mr. Walsh, I 
served as a caseworker for several years during the late seventies. 

I worked with abused and neglected children of all ages, including 
a fair number of teenage women who were pregnant. I also served 
in the Pennsylvania Legislature where I was the Chairman of the 
Children’s Caucus. I have spent many years advocating for chil- 
dren. 

With that as background, let me tell you that I believe whole- 
heartedly that it is a cruel mistake for the Federal Government 
ever to provide direct cash assistance or food stamps to minors — 
young women 13, 14, 15, 16, 17 years of age — simply by virtue of 
the fact that they have conceived a child. 

Having said that, I think we need to be very clear about the fact 
that we do not have to be forced into this false choice that some 
of the pundits and some of the uninformed members of the media 
might try to force on us. They believe that we have to choose be- 
tween the status quo in which we essentially neglect these young 
women, providing them cash assistance and allowing them to live 
by themselves, frequently in squalor, frequently without any guid- 
ance, often without the ability to raise their own infants, and the 
opposite extreme, which is if a young woman under the age of 18 
conceives a child out of wedlock, we will ignore her altogether. 

What I think we need to do is use the child welfare model for 
these young women. If a young woman, again, 13, 14, 15, 16, 17 
is pregnant or has had a child, and she comes to the attention of 
the welfare system, she should be diverted first to the child welfare 
system. She should be taken back to her home for an interview 
with the caseworker and her parent or parents if they exist and are 
available. A determination should be made as to whether or not it 
is safe and appropriate for her to remain in that household. 

She may be able to live in that household with her family of ori- 
gin, perhaps with some assistance from caseworkers. But if in fact 
that family situation is so brutal, so inadequate, perhaps nonexist- 
ent that it is unsafe for that young woman and her infant to live 
in her home of origin, then she should be taken to the proper chil- 
dren and youth officials. A petition of dependency should be pre- 
pared for the court of local jurisdiction, and she should be placed 
with her child in the custody of the county children and youth 
agency. They could then find an appropriate residential setting for 
her. Foster care would probably be preferable, but in the absence 
of foster care, a group home. 

I think in that setting we can assure that the young woman will 
be provided with the adult supervision that she requires, as will 
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her child or children. She can be encouraged to complete her edu- 
cation, encouraged to become self-reliant. No longer would we sim- 
ply be sending direct cash benefits to that young woman and allow- 
ing her, almost predictably, to fail. 

The other comment that I would like to make has to do with the 
notion of returning the resources to the States. There is a concern 
among the Governors that we may block grant these welfare pro- 
grams and then reduce the amount of the block grants over time 
leaving them stranded with the responsibility but without the re- 
sources. 

Perhaps not in the first 100 days, but perhaps later on in this 
session, I would like to see us seriously consider the notion of never 
taking those resources from the States to begin with. The CRS 
study that I requested demonstrates that on one end of the scale, 
50 cents on every dollar sent by the residents of Louisiana to the 
Federal Government is returned to them in needs-based programs. 
That goes down to a low of 8.7 percent for Nevada for a nationwide 
average of about 20 percent. 

I would envision a time when we would have a tax credit avail- 
able to the residents of each State, and if a State, through its Gov- 
ernor or legislature, chose to shoulder the full responsibility for 
pa3dng the cost of these needs-based programs, then their individ- 
ual residents could take as a tax credit an amount proportional to 
the savings to the Federal Government. By virtue of that State’s 
actions, those resources would never come to Washington, but 
would remain available for the State officials to use to shoulder 
that burden. 

Thank you. 

[The prepared statement and attachment follow:] 
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TBSTIMOHT OF CONOUSSKAV JAMBS C. GRBBimOOD 
HODSI WAYS AMD KSAHS CCMMZTTEB 
SUBCOMKITTB COS BUXAH BBSOTJACBS 

Chairman Shaw and Members of the Committee, I eun pleased to 
have the opportunity to testify today about what I believe is one 
of the central public policy issues facing the Congress 
welfare reform. While I am a member of both the Economic and 
Educational Opportunities Conmittee and the Speaker's Advisory 
Group on Welfare Reform, it is my previous career experience as a 
social worker that brings me here today and perhaps gives me a 
unique perspective on this issue. 

Prior to my service in the state legislature and the 
Congress, X was a caseworker for the Bucks County Children and 
Youth Social Service Agency in Pennsylvania. I removed cibuaed 
children from parents and placed them in foster homes or group 
settings. I have also worked for a residential facility called 
the Woods Schools for mentally retarded and emotionally disturbed 
children and adults. I have been on the front lines and have 
witnessed firsthand the failures of our current welfare system. 

As policy makers we simply must redesign this system to 
promote responsibility and self sufficiency among parents and to 
provide a safe and nurturing environment for the children. I 
would take my time this afternoon, first, to share my views on 
how we can provide assistance while promoting responsibility 
among umnarried, minor parents, and second, to share my thoughts 
on the future direction of welfare policy, after our work in 
these first one-hundred days is completed. 

Under the current APDC program, the government provides cash 
assistance directly to unmarried minors. This, in my view, is 
irresponsible. The government does not allow a fifteen-year old 
girl to drive or vote, yet if she has a baby, we are willing to 
treat her as an adult, and send her welfare checks and food 
stamps, regardless of whether she is living in a safe environment 
with adult supervision or is capable of effectively budgeting 
this money to care for herself and her child. 

Our current system is not adequately serving these teenage 
mothers or their children. I believe, for this population, we 
need to follow the model of the child welfare system. I would 
envision it working as follows: If a minor, unmarried woman is 
pregnant and in need of assistance, she would report to the local 
county assistance office. One of the first questions asked would 
be, "Where do you live? Are you safe there?" If it is 
determined that the young woman lives with her parents and there 
is no evidence of abuse or neglect, then the parents would be 
responsible for the young mother and her child. Assistance could 
be given to the young woo^an's parents based upon an assessment of 
the entire family’s financial need, and they, in turn, would be 
responsible for supervising her care and that of her baby. 

Unfortunately, during my career as a social worker I saw far 
too many cases where the teenage mother's home was not a safe 
place at all. Often the instability of her home environment has 
contributed to her out-of-wedlock pregnancy in the first place. 
She may be sexually or physically abused at home. Her faunily 
members may be drug users. She may have been abandoned by her 
family and living on the streets. In thes.e cases, the best 
alternative may be to place the teenager and her baby in a foster 
care setting. If foster care is not availaible, then X believe 
the teenager and her baby should be placed in a group home for 
minor parents. If the mother is placed in foster care or a group 
home, it is critical that the parents of the teenage mother be 
assessed child support for her, and the father of the baby be 
assessed child support for the child. 

In the 103rd Congress, I proposed legislation (HR 5039) 
entitled the Children's Homes for a Nurturing and Caring 
Environment Act or CHANCE. This bill required unmarried minors 
who are parents or pregnant to live under adult supervision as a 
condition of receiving certain welfare benefits. It also 
provided funds for the establishment of state-licensed, private 
residential facilities for the teenagers. These facilities could 
be operated by church or charitable organizations which would be 
required to match the funding from the government. In addition 
to providing a safe and stable environment, the homes would be 
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used to provide education in basic parenting skills. The young 
parents would be required to attend school or receive assistance 
in obtaining a General Equivalency Degree .(GED) . 

This approach would eliminate the incentives for teenagers 
to use out* of -wedlock pregnancy cmd welfare as a means to 
independence. The goal of this legislation is to provide a 
caring and nurturing environment for the teen parents and their 
babies and to break the cycle of dependency. The children of 
single, teenage, undereducated mothers are the most at risk in 
our society of being poor, suffering from neglect or abuse, and 
later living a life characterized by criminal behavior and 
chronic dependency. It is critical for society that these babies 
grow up in a healthy, safe environment where they can be 
protected and where their mothers can receive the education and 
training they need to become economically self-reliant. While it 
may cost more under this approach in the short-term, clearly we 
can reap tremendous savings to society if we can break the chain 
of dependency. 

In my view, the CHANCE homes are a model that can be 
followed whether the federal government or the state governments 
administer the welfare programs. The Personal Responsibility Act 
as introduced would provide grants to the states to establish and 
operate closely- supervised residential group homes for unmarried 
mothers. I also support the agreement the Republican leadership 
has been working out with the Republican governors which would 
combine a number of welfare programs, including Family Assistance 
funding. Child Care funding, and Child Protection funding into 
block grants to the states. It is simply more efficient and 
effective to administer programs at the state or local level. It 
is the issue of block grants that leads me to the second point I 
wanted to make here today. 

We have committed to passing ccmiprehensive welfare reform 
legislation within the first 100 days, and this hearing today is 
part of chat process. But I think most of us would agree that 
while The Personal Responsibility Act is far-reaching and 
unprecedented, our work will not be done even when this 
legislation is signed into law. If the block grant approach is 
implemented and works well, then I think we need to ask the next 
logical question which is, "Why should the federal government 
collect the money in the first place?" 

Currently, the federal govenunent collects more than $500 
billion in federal income tax fr<^ the residents of our fifty 
states. In turn, we send nearly $105 billion of that money back 
to the states in the form of Medicaid, AFDC, APDC- related child 
care, and food stasis. In Louisiema, for exan^le, over half of 
all the revenues collected from federal income taxes is returned 
to the state in the form of welfare payments. Surely, this is 
not a very efficient method of governing. 

If we truly want to return power and responsibility to the 
states and reduce the role of the federal government, we should 
return the tax base to the states. One of the reasons that the 
federal government has grown too big is that we have monopolized 
the tax base. We should lower federal tax rates and allow the 
states to raise the revenues . themselves to carry out the 
necessary assistance prograuns. At this point, Mr. Chairman, I 
would like to ask unanimous consent to include in the record a 
study by the Congressional Research Service that I requested on 
the Need-Tested Benefits and Federal Income Tax Liabilities, by 
State. 

Obviously, there is a wide variation by state in the amount 
of federal income tax payments collected and welfare dollars 
expended. The federal expenditures for need-tested programs in 
Louisiana, Mississippi, and West Virginia account for about half 
of all federal income tax liabilities reported for those states. 
In contrast, these federal payments accounted for only about one- 
tenth of federal income tax revenues from Virginia and Nevada. 
While there may be a need to provide some equalization among the 
states, I still believe that we need to consider returning the 
tax base to the states and localities if we truly want to 
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redistribute the power within our federal .system and make our 
government assistance programs more effective and accountable. 

In conclusion, Mr. Chairman, l believe it is incumbent upon 
us to create a welfare system that promotes responsibility. A 
responsible welfare system would require that teen mothers have 
proper adult supervision in order to receive benefits. This 
supervision can be in their home, a foster home, or a group home. 
Our systems should not singly provide unmarried, minor mothers 
with cash, but rather with parenting skills and education needed 
to be good parents who are self-sufficient and responsible for 
themselves and their children. Finally, if we are going to 
return to the states the responsibility of establishing and 
administering welfare programs, we should also return the tax 
base and allow them to raise the revenues necessary to fund these 
programs . 

Thank you, Mr. Chairman, for the opportunity to testify here 
today. I look forward to working with you in the days and weeks 
ahead to enact meaningful reforms to our welfare system. 
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]RS Congressional Research Service • Library of Congress • Washington, D.C. 20540 


January 25, 1995 


TO 

Honorable James Greenwood 

Attention: Susan Spencer 

FROM 

Gene Falk 

Specialist in Social Legislation 

Education and Public Welfare Division 

SUBJECT 

Need-Tested Benefits and Federal Income Tax LiabilitieSi 
by State 


This memorandum responds to Congressman Greenwood's request for a table showing 
Federal payments for certain need-tested benefits as they relate to Federal tax liabilities by 
State. Table 1 shows Federal payments for Medicaid, Aid to Families with Dependent 
Children (AFDC), Child Care programs related to AFDC,' and food stamps for fiscal year 
1992, as a percentage of Federal income tax liabilities reported on Federal tax forms for lax 
year 1992. The use of 1992 data was required because that is the most recent year of 
available Federal income tax data by State. States are ranked by the share of their Federal 
income tax liabilities accounted for by the Federal payments for the selected need-tested 
benefits programs. 

The table reports the Federal share of spending for Medicaid, AFDC, child care, and 
food stamps only; State spending on these programs was not included in the table's 
calculations. The Federal Government and the States share the cost of Medicaid, AFDC, 
and child care benefits and administration; the Federal Government pays 100 percent of the 
benefit cost of food stamps, but only a share of the costs of administering the Food Stamp 
program. 


'The programs in this category are: child care for AFDC recipieots, transitional child care for former 
AFDC recipients, and child care for those *a1-rtsk* of becoming dependent. Excluded from this category 
was spending under the Child Care and Development Block Grant (CCDBG), because of concerns that 
the available data for CCDBG was not comparable with the other expenditure data shown in table 1. 
However, CCDBG and child care programs are small relative to the other programs shown in the table, 
and the exclusion of the CCDBG should not materially affrcl ubie 1 's ba^c patterns. 
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CRS-2 


TABLE I. Federal Paymenli for Medicaid, AFDC, AFDC-Reta(ed Child Care, 
and Food Stamps as a Percent of Federal Income Tax Liabilities, 
^ State, 1992 


Sute 

Medicaid 

AFDC 

AFDC- 
relaied child 

care 

Food stamps 

Total 

programs 

Louisiaoft 

36.0« 

2.5* 

0.1* 

11.6% 

50.2* 

W«st Virpaia 

33.4 

4.3 

O.I 

11.5 

49.4 

Mississippi 

30.9 

2.7 

0.1 

15.3 

49.0 

Keohicky 

25.7 

3.2 

0.2 

8.6 

37.8 

Maioa 

2«.3 

4.2 

0.1 

6.2 

36.7 

Arkansu 

23.4 

1.7 

O.I 

7.1 

32.3 

New Mexico 

18.5 

4.0 

0.2 

9.1 

31.8 

South Carolioa 

23.1 

1.9 

O.I 

6.3 

31.4 

Rhode Islaod 

22.5 

3.8 

0.2 

3.9 

30.5 

District of Columbia 

20.2 

4.1 

0.2 

5.0 

29.5 

New York 

21.5 

3.5 

0.1 

4.0 

29.2 

Teooeaseo 

19.5 

l.S 

0.2 

6.1 

28.2 

Alabama 

18.2 

1.2 

0.2 

7.8 

27.4 

Oklahoma 

17.3 

3.1 

0.5 

6.5 

27.4 

North Dakota 

19.5 

2.3 

0.2 

4.0 

26.0 

Vermont 

15.8 

4.6 

0.3 

4.3 

26.0 

Mootaoa 

17.4 

3.1 

0.3 

4.9 

25.7 

New Hampshire 

22.2 

1.2 

0.2 

1.9 

25.5 

Ohio 

15.1 

3.2 

0.2 

5.9 

24.4 

Missouri 

15.2 

2.1 

0.2 

5.2 

23.6 

North Carolina 

15.3 

2.3 

0.3 

4.4 

22.2 

Arizont 

12.5 

2.8 

0.3 

6.5 

22.0 

Pe nosy 1 vacua 

15.0 

2.5 

0.2 

4.3 

22.0 

South Dakota 

15.8 

I.B 

0.1 

4.1 

21.8 

Georgia 

13.5 

2.4 

0.2 

5.7 

21.8 

ladiacu 

15.1 

1.5 

0.0 

3.9 

21.5 

Michigan 

12.3 

4.0 

O.I 

5.0 

21.4 

Texas 

12.7 

1.1 

0.1 

6.8 

20.7 

Massachusetts 

15.4 

2.1 

0.2 

2.3 

20.7 

Uuh 

13.2 

2.5 

0.3 

4.2 

20.2 

Wisconsin 

13.5 

3.2 

0.2 

2.8 

19.9 

Iowa 

13.5 

2.6 

O.I 

3.4 

19.6 

Oregon 

10.9 

2.1 

0.2 

4.7 

18.5 

Idaho 

13.1 

1.4 

O.I 

3.6 

18.3 

Minnesota 

12.2 

2.6 

0.2 

2.7 

17.8 

California 

9.3 

5.1 

0.1 

3.1 

17.6 

Nebraska 

I2.I 

I.l 

0.4 

3.1 

17.3 

Washington 

9.8 

2.9 

0.2 

3.1 

1.V9 

Kansas 

10.7 

1.7 

0.2 

3.1 

15.7 

Wyoming 

9.9 

2.3 

0.3 

3.3 

15.7 

Hawaii 

7.1 

2.9 

0.0 

5.2 

15.3 
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TABLE 1. FedtraJ Payments for Medicaid, AFDC, AFDC-Related Child Care, 
and Food Stamps as a Percent of Federal Income Tax Liabilities, 
by Stale, 1992 


Sute 

Medicaid 

AFDC 

AFDC- 
rtlated child 

care 

Food stampa 

Total 

programi 

Floridt 

g.S 

1.6 

0.1 

4.9 

15.1 

Alxski 

7.1 

3.5 

0.2 

3.1 

14.6 

niinuii 

«.4 

1.8 

0.1 

4.2 

14.5 

Maryland 

1.7 

1.6 

0.2 

2.9 

13.4 

New Jersey 

9.7 

1.5 

0.1 

2.1 

13.4 

Conneciicul 

10.0 

1.9 

0.1 

1.3 

13.3 

Delaware 

7.8 

1.5 

0.2 

3.0 

12.5 

Colorado 

7.7 

1.4 

0.1 

3.1 

12.3 

Virginia 

6.2 

1.0 

0.1 

3.3 

10.6 

Nevada 

5.6 

0.7 

0.1 

2.3 

8.7 

U.S. Total 

t3.5 

2.7 

0.2 

4.4 

20.8 


Source; Tible prepared by (he Congressiooal Research Service (CRS). Medicaid, AFDC, 
and child care data are from the U.S. Departmeot of Health aod Humaa Servicet (HHS). Food 
atamp data are from the U.S. Departmeot of Agriculture. Federal iocome tax liability data arc 
from the U.S. Department of Treasury, as reported io Statistics c^ Income (SOI). Expeoditure data 
are for fiscal year 1992; tax data are for tax year 1992. 


The table shows wide variation by Stale in the share of Federal income lax payments 
accounted for by Medicaid, AFDC, child cate, and food stamps. For example, Federal 
payments in Louisiana for these need-tested programs accounted for about half of all Federal 
income tax liabilities reported for that State. In contrast, these Federal payments accounted 
for only about one-in-ten dollars of Federal income tax liability in Virginia and Nevada. 

As we discussed, such a wide variation was to be expected. Ctneraify, Slates with low 
incomes relative to the national average ranhed high in table 1, while higher income States 
ranked low in the table. This is because lower-income States; 

• have lower Federal income lax liabilities, because the lower the total income in 
a State the lower the total Federal income tax liability in that State; 

• tend to have larger low-income populations, raising spending devoted to low- 
income assistance programs; and 

• receive a greater matching rate for spending on Medicaid, AFDC, and child care. 
As discussed, the Federal Government and the States share the cost of these 
programs. The lower the per-capiia income in a Slate, the higher the Federal 
share of these program's cost. In 1992, the matching rate varied from 79.99 
percent in Mississippi to SO percent in States with per-capiia income at or below 
the national average. 
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There are some exceptions to the overall pattern. For example, the District of 
Columbia and New York have relatively high per-capita incomes, but aiso reiatively high 
welfare spending. Therefore, these two juri^ictions rank relatively high in the table. 
‘Addition^ly, because Medicaid is the largest program shown in the table, the rankings for 
the total of these programs is greatly affected by how the States rank relative to Medicaid. 
There are targe variations in how States operate Medicaid, that could affect these rankings 
irrespective of State per-capita income. 

Federal income tax liabilities represent the amount reported on Federal individual 
income tax returns. Federal payments for need-tested programs include spending on 
administrative expenses. 

Table 2 provides the data underlying the percentages reported in table 1 . I hope this 
information is helpful to you. If you have any questions, or need further help with your 
work, please call me at 707-7344. 


TABLE 1. Fcdertl Pijmeoti for Medicaid, AFDC, AFDC-Relaled Child Care, Food Stamps 
aod Federal locome Taa Liabilities, bp Slate, 1992 
($ to Ibousaods) 


Sute 

Madicald 

AFDC 

AFDC-rclalad 
<ktld car* 

Food lUnpa Total 

Federal iacooc tat 
UabtStica 

A]4b«m« 

1,117,321 

72,649 

11,940 

478.859 

1.680,776 

6,125,911 

AJuka 

116.916 

52.170 

2.869 

46.913 

218.868 

1,503.898 

Af^ru 

766,495 

169,225 

15,268 

394,510 

1,345.491 

6,106,740 

ArktAMa 

724, tt2 

51,315 

2.073 

220.860 

999.130 

3,091.503 

California 

5.7U,545 

3.170,622 

90.950 

1.959,611 

11.009.798 

62,480,237 

Colorado 

569,103 

101,035 

7,731 

229.43$ 

907,303 

7,365,916 

Connectkut 

1, 086.136 

201,929 

9,116 

145.639 

1,445,520 

10,145,781 

Detawara 

11 7, 082 

23,163 

2,754 

45,574 

117.573 

1,503,656 

Dii\ri«t ofColucnbia 

314,519 

63,817 

3.730 

77.841 

459,907 

1,559038 

Florida 

3,354,554 

448,297 

36.382 

1,358,679 

4.197,912 

27,732,233 

Goocfia 

1,600,750 

287.083 

24.906 

673,145 

2,585,884 

11,878.283 

Hawau 

175,766 

71.066 

1,097 

129,543 

377.471 

2.471,607 

Idaho 

207,699 

21,941 

1.256 

57,659 

281,554 

1,580,096 

Dlirtola 

2.254,018 

485.714 

11.428 

1.123.776 

3,881,936 

26,720,247 

Indiana 

1,617,750 

156,285 

3.709 

388,953 

2,166,696 

10,065,794 

Iowa 

608,611 

114,736 

5,976 

151.750 

881,073 

4,496,274 

Kanaaa 

489,052 

79,339 

10,972 

139,985 

719,341 

4,569,806 

Kaoiucky 

1,362,065 

171.982 

12.601 

457,606 

2.004.254 

5.296.868 

Loviiiaoa 

2,154,912 

151,475 

6.634 

696.468 

3,009.419 

5,991,970 

Maioo 

481,671 

77,115 

910 

114.533 

674,305 

1,834,891 

Maryland 

995,750 

188,011 

17,428 

327,691 

1,528,880 

11.401.480 
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TABLE 2. Federal Paymeots for Medicaid, AFDC, AFDC-Related Child Care, Food Stamps 
aod Federal locome Tax Liabilities, by State, 1992 
($ in thousands) 


Sutc 

Medicaid 

AFDC 

AFDC-relaied 
child care Food atimps 

Total 

Federal income tax 
liabililiea 

MusachuwOs 

2.234,474 

4)1,464 

28.240 

331,590 

3,005,767 

14,551,007 

Michigao 

2,197,025 

721,817 

15,527 

887,323 

3,821,692 

17.823,074 

MinneaoU 

1,11 7, 39S 

241,223 

16,589 

250,307 

1,625,518 

9,148,758 

Mjatitsippi 

885,323 

77.719 

2.442 

439,593 

1,405,077 

2,865,198 

Miiaouri 

1,460,598 

185,816 

js.ns 

470,061 

2,131,589 

9,036.554 

Montana 

203,251 

36,313 

2,949 

57,327 

299,840 

1,164,913 

Nebraaka 

324,733 

47,962 

9,670 

83,557 

465.922 

2,691,268 

Nevada 

194,681 

25.149 

1,739 

79.916 

301,486 

3,456,067 

New Hampahire 

561,350 

29.352 

3,789 

48.362 

642,854 

2.524.778 

New Jersey 

2,156,384 

325,749 

22,876 

479,991 

2,985.000 

22.328.150 

New Mexico 

393,035 

84,337 

3.649 

192.611 

673,631 

2,119,288 

New York 

9,296,658 

1.524,631 

63,141 

1.720.463 

12,604,894 

43,143,682 

North Carolina 

1.702,542 

250,685 

28.030 

491,867 

2.473.125 

11,136.838 

North Dakota 

188,055 

21,724 

1.941 

38.184 

249,904 

961.973 

Ohio 

2,982.873 

638.423 

33,387 

1,155.195 

4,809,878 

19.741,190 

Oklahoma 

789.516 

140.705 

21.480 

295.185 

1,246,886 

4.555.657 

Oregon 

558,519 

144.153 

12,861 

242.064 

957,597 

5.144.589 

Pennaylvania 

3,505,609 

577.158 

41.385 

996.242 

5,120,394 

23.306,223 

Rhode Island 

424.172 

71,338 

3.704 

74.215 

573.429 

1.879.901 

South Carolina 

1. 158.871 

95,017 

5,767 

315.489 

1,575.145 

5,014,184 

South Dakota 

178.712 

20,086 

1.195 

45.856 

245.849 

1,128,960 

Tenneaaee 

1.702.491 

155,290 

13,237 

593.908 

2,464.926 

8,726,800 

Texas 

4.157.110 

364,102 

46.635 

2.221.889 

6.789.737 

32,855,399 

Uuh 

332.551 

63,120 

8.374 

105,422 

509,467 

2,524,189 

Vennont 

159,500 

43,550 

2,466 

40.400 

245,916 

946,909 

Virginia 

823,154 

130,758 

16.026 

442.201 

1,412.139 

13,334,312 

Waahingtoo 

1,166.932 

343,8)8 

25.905 

366,007 

1.902.662 

11,940,2)9 

Weal Virginia 

756,382 

96.777 

3.219 

261,307 

1,117,684 

2,262,697 

Wisconaio 

1,246.909 

296,113 

18,072 

257,809 

1,818.902 

9,137,285 

Wyoming 

88.256 

20,234 

2.507 

29,161 

140,158 

894,814 

Totab 

67,852,674 

13.342.556 

759.415 

22,232,601 

104,187,246 

500,967,295 


Source: Table prepared by the Congressional Research Service (CRS). Medicaid, AFDC, and child care 
data are from the U.S. Department of Health and Human Services (HHS). Food Stamp data are from the U.S. 
Department of Agriculture. Federal income tax liability data are from the U.S. Department of Treasury, as 
reported in Slatisiics of Incom€ (SOI)- Expenditure data are for fiscal year 1992; tax data arc for tax year 1992. 
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Mr. English [presiding]. Thank you, Mr. Greenwood. The Chair 
recognizes the 

Mr. Bunn. Mr. Chair, if I could apologize, I have constituents I 
need to meet with so I am going to leave before questions. 

Mr. English. Certainly, Mr. Bunn. Thank you very much. 

The Chair recognizes for a statement Hon. Carlos Romero- 
Barcelo, Resident Commissioner for Puerto Rico. 

STATEMENT OF HON. CARLOS A. ROMERO-BARCELO, A 

RESIDENT COMMISSIONER IN CONGRESS FROM THE 

COMMONWEALTH OF PUERTO RICO 

Mr. Romero-Barcelo. Thank you, Mr. Chairman. I would like 
to thank you for the opportunity to share with you some of our 
thoughts on welfare reform. I want to just at the outset mention 
the fact that I am a disenfranchised representative of the largest 
number of constituents, 3.7 million, which is about 6 times the con- 
stituents represented by any other Member of Congress. I was even 
stripped of my right to vote in the Committee of the Whole. I can 
only vote now in the Committees and Subcommittees, so my par- 
ticipation in this hearing is of utmost importance for us. 

I^obably everyone is in agreement that the welfare system must 
be revamped, and that full reform is in order. We disagree, of 
course, on the methods and the fine print necessary to achieve real 
changes that will help those in need to break the cycle of poverty 
or those who need a second chance. As a former mayor of a large 
city, San Juan, and former Grovemor of Puerto Rico, I have experi- 
enced on a firsthand basis the benefits of some programs and the 
dangers of others. 

However, today I must concentrate and call to your attention the 
particular dilemma facing my district, since I am afraid that once 
again Congress will continue to condone an apartheid system. I 
must use this strong word, “apartheid,” because that is precisely 
the situation that the citizens living in Puerto Rico face, notwith- 
standing that they are citizens by birth and that Puerto Rico has 
been a part of the United States for almost 100 years. 

To illustrate this de facto apartheid situation, consider the fol- 
lowing facts facing American citizens living in Puerto Rico: AFDC 
is inapplicable in Puerto Rico. The island has been getting a lim- 
ited partial block grant for many years. The current annual 
amount, about $80 million, has not changed in almost 10 years, 
and has not even been adjusted for inflation. 

The average monthly AFDC equivalent benefit in Puerto Rico is 
about $32 per recipient, notwithstanding that the cost of living in 
Puerto Rico is similar or higher than most places around the Na- 
tion. Full AFDC participation by eligible beneficiaries would put 
AFDC expenditures in ^erto Rico at over $400 million per year. 
The earned income tax credit is inapplicable on the island because 
we are not fully integrated into the Nation’s teix laws. That is the 
most effective program to keep people off welfare, poor wage earn- 
ers, and it is not applicable. 

Title I funds designated to foster educational opportunities for 
the poor and disadvantaged students are capped at about 45 per- 
cent of otherwise full applicability of this program. In the same 



598 


fashion, the Food Stamp Program is capped at about 60 percent, 
and the SSI is inapplicable in Puerto Rico. 

To compound the problem, many in Puerto Rico are at the mercy 
of a second-rate health care system. This is so because Medicaid is 
inapplicable in the island. 

We get a block grant that amounts to about 10 to 15 percent of 
what Puerto Rico would get under full participation in Medicaid. 
This translates into an onerous financial burden on public health 
facilities, resulting in a de facto apartheid medical system. 

Those with private insurance and those who can afford it use pri- 
vate physicians and facilities, but those with limited resources or 
with no resources must use a public health care system that is un- 
derfunded, overburdened, and one that lacks appropriate and suffi- 
cient medical personnel and resources. What is the genesis of this 
inequitable dilemma for the American citizens of Puerto Rico? 

The Federal Cirovemment’s reverse Robin Hood socioeconomic pol- 
icy toward the island. Let me explain this remark. Robin Hood 
stole from the barons and the wealthy people to give to those that 
were very, very poor. Now, each year the Federal Government in 
Puerto Rico, through section 936 of the Internal Revenue Code, 
grants billions, and I emphasize billions of dollars in tax credits to 
multinational corporations doing business in Puerto Rico. Mean- 
while it denies participation of children, handicapped, and aged 
U.S. citizens in critical Federal programs, programs that notwith- 
standing their merits or deficiencies do in fact constitute the basis 
of our Nation’s safety net. 

Thus, in essence, the Federal Government is taking from the 
middle class, the working poor, and the indigent in order to grant 
exemption from Federal corporate income taxes to the wealthy mul- 
tinationals. The crux of the dilemma is that section 936 of the In- 
ternal Revenue Code is generally used as the excuse for not bring- 
ing Puerto Rico up to par in Federal policies and programs. 

Perhaps this exclusion policy is understandable for some, but it 
is an absurd policy because section 936 is an extremely inefficient 
and costly way of promoting job creation. According to the latest es- 
timates of the Joint Tax Committee, section 936 will cost U.S. tax- 
payers almost $20 billion in the next 5 years. 

GAO has estimated that section 936 credits amount to an annual 
subsidy to section 936 companies of over $70,000 for each worker 
on their payroll. The figures are astounding, but the American citi- 
zens in Puerto Rico indeed pay a higher price. Why? 

Just look at the statistics. The average per capita income on the 
mainland is approximately $17,000, while the island’s per capita 
income is about $6,000. If the existing trend in applicable policies 
continue, Congress is in effect condoning an apartheid society, one 
which condemns several millions of U.S. citizens in Puerto Rico to 
an unbreakable cycle of poverty and would continue to increase the 
difference in the per capita income between Puerto Rico and the 
rest of the Nation, instead of closing that gap. 

What is the solution to this dilemma? 

We must look at the big picture. We cannot separate individual 
programs from others as they are interconnected. More impor- 
tantly, we cannot separate taxation policy from the issue of welfare 
reform. 
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Secretary Rubin has said that the Tax Code is an instrument of 
social policy, and indeed it is. I have consistently maintained 
throughout my years in public office that in order to share the ben- 
efits of the Nation we must be willing to share in the responsibil- 
ities, as well. Therefore, it is time for Congress to put an end to 
the reverse Robin Hood socioeconomic policy for Puerto Rico. 

To achieve this quid pro quo process must be put in place so that 
an orderly transition begins as soon as possible, a transition that 
will phase out the 936, implementing Federal income taxes in 
Puerto Rico in exchange for full participation in the programs I 
mentioned and the others where we are denied either participation 
or have capped grants. Common sense and recent actions by the 
Congress and the administration indicate that section 936 is not 
and should not be a perpetual Federal entitlement for wealthy cor- 
porations. 

I guess I have run out of time. 

Mr. English. If you wish to summarize. 

Mr. Romero-Barcelo. Yes. What I am trying to explain here 
and you will see from my testimony is that we should be taxed and 
at the same time given the same opportunities in Federal pro- 
grams. That would be a good business both for the Federal Govern- 
ment and for Puerto Rico. The Federal Government would collect 
taxes that would be more than the additional benefits that will be 
forthcoming to Puerto Rico, and at the same time it would increase 
the level of income in Puerto Rico, would create additional demand 
for goods and services, create further jobs, and take a lot of people 
out of welfare. 

[The prepared statement and attachments follow:] 
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Statement for the Record 
Committee on Ways &. Means 
Subcommittee on H uman Resources 
Hearings: Welfare Refonn 
January 30, 1995 

Mr. Chairman and fellow colleagues of this Subcommittee: 


My name is Carlos Romero-Barald and 1 am the disenfiandused representative in this Congress 
of 3.7 million American citizens, udacfa is approximately six times the number of constituents 
r epres e nted by any other Memben of Coogr^ At the beginning of this congressional session 
1 was stripped of my vote in the C oniimne e tiie Whole. Now 1 only vote in the Committees 
and Subcommittees on wfaidi I serve. ! thank you for the opportunity to stmt with you today 
some of my thoughts concerning tiie issue at band: Wel&re Reform. 

Probably everyone is in agre ec ne n t that tiie welfsie system must be revamped and that meaningful 
reform is in order. Nevertiieless, tiie diffisteacea in opinion arise on the methods and fine i»int 
necessary to achieve real changes tint will help those in need to break the cycle of poverty or 
those need a second chance. 

As a former mayor of a large city, San Juan, and fcMiner govenxM^ of Puerto Rico, 1 have 
experienced on a first hand basis tir benefits of scxne p ro gram s and the dangers of others. 
However, today I must ooDoemntte and call to your attention the particular dilonma facing my 
district, since I am afiaid that aace again Congress will cemtinue to condone an "apartheid" 
system. 

1 must use this strong word — qpartiiad — because that is precisely the situation that the citizens 
living in Puerto Rico fime, no t wi ttist an dii^ that they are citizens by birth and that Puerto Rico 
has been a part of the United States for «tmc¥tf loo years. 

To illustrate this de facto "apartiind" situation consider the following focts facing American 
citizens living in Puerto Rico: 

AFDC is inapplicable in Puerto Rioo. The Island has been getting a limited partial block 
grant for many years. The current nnual amount, about ISO million, has not changed for almost 
10 years and hu not even been ai^ustod for inflatioo. The average monthly APDC^equivalent 
benefit in Puerto Rico is about $32 per l e cip t ent , notwithstanding that the cost of living in Puerto 
Rico is timilar or lugher tiian most places across the Ntfion. Full AFDC partidpatiem by eligible 
beneficiaries would put AFDC expen di tures in Puerto Rico at over $400 miUioo per year. 



601 


The Earned Income Tax Credit Is inapplicable on the Island because we are not fully 
integrated into the Nation’s tax laws. 

Title One funds, designed to foster educational opportunities for poor and disadvantaged 
students, are capped at about 45% of otherwise full applicability of this program. 

In the same fashion, the food stamps program is capped at about 60 % and the SSI 
program is inapplicable in Puerto Rico. 

To compound the problem, many in Puerto Rico arc at the mercy of a second rate health 
care system. This is so because Medicaid ts inapplicable on the Island. We get a block grant 
that amounts to about 10 to 15% of what Puerto Rico would get under full participation in 
Medicaid. This translates into an onerous financial burden on public health facilities resulting 
in a de facto "apartheid" medical system. Those with private insurance and those who can afford 
it, use private physicians and facilities. But those with limited resources, or with no resources, 
must use a public health care system that is underfunded, overburdened and one that lacks 
appropriate and sufficient medical personnel and resources. 

What is the genesis of this inequitable dilemma for the American citizens of Puerto Rico?: The 
federal government’s "Reverse Robin Hood" socio-economic policy towards the Island. 

Let me explain this remark. 

Each year, the federal government, through Section 936 of the Internal Revenue Code, grants 
billions, I emphasize. ..billions of dollars in tax credits to multinational corporations doing 
business in Puerto Rico. Meanwhile, it denies participation of children, handicapped and aged 
U.S. citizens in critical federal programs. Programs, that notwithstanding their merits or 
deficiencies, do in fact constitute the basis of our Nation’s social safely net. Thus, in essence, 
the federal government is "taking" from the middle class, the working poor and the indigent, in 
order to grant exemption from federal corporate income taxes to wealthy multinationals. The 
crux of the dilemma is that Sec. 936 of the I.R.C. is generally used as the excuse for not bringing 
Puerto Rico up to par in federal policies and programs. 

Perhaps this exclusion policy is understandable for some, fapTitis an riwird poUc>|because Sec. 
936 is an extremely inefficient and costly way of promoting job creation. According to the latest 
estimates from the Joint Tax Committee, Sec. 936 will cost U S. taxpayers almost $20 billion in 
the next 5 years. GAO has estimated that Sec. 936 credits amount to an annual subsidy for Sec, 
936 companies of over $70,000 for each worker on their payroll. The figure is astounding but 
the American citizens in Puerto Rico do indeed pay a larger price. 

Why? just look at the statistics. The average per capita income on the mainland is approximately 
$17,000, while the Island’s per capita income is little over $6,000. If the existing trend and 
applicable policies continue, Congress is in effect condoning an apartheid society, one which 
condemns several million of U.S. citizens in Puerto Rico to an unbreakable cycle of poverty. 

What is the solution to this dilemma? 

We must look at the big picture. We cannot separate individual programs from others, as they 



602 


are mtercoonected. More importantly, we cannot separate taxation policy from the issue of 
welfare reform. Secretary Rubin has said that the tax code is an instrument of social policy and 
indeed it is. 

I have consistently maintained throu^K>ut my years in public offrce that in order to share in the 
benefits of the Nation, we must be willing to ^lare in the responsibilities as well. Therefore, it 
is time for Congress to put an end to the Reverse Rt^in Hood socio-economic policy for Puerto 
Rico. To achieve this, a quid-pro-quo process must be put in place so that an orderly transition 
begins as soon as possible. A transition that will phase-out Sec. 936, implementing federal 
income taxes in Puerto Rico, in exchange for full participation in the programs I mentioned and 
the others where we are either denied participation or have capped grants. 

Common sense and recent actions by Congress and the Administration indicate that Sec. 936 is 
not, and should not be, a perpetual federal eotillement for wealthy corporations. During 1993, 
when the President proposed reductions to Sec. 936 benefits by tying them to direct jobs 
generated by these companies (i.e., w^e credits), the powerful Sec. 936 companies lobbied 
strenuously against any changes. I do not blame them, they have one of the best-kept secrets in 
this town, in the words of Senator David Pryor, "Sec. 936 is the mother of tax loopholes", 
secretary Reich called Sec. 936 "Corporate Welfare". It is indeed the single largest welfare 
program in Puerto Rico. 

In response to a costly and incessant lobby campaign by the entrenched special interest lobby, 
the changes to Sec. 936 enacted in June of 1993, vme less than the changes proposed by the 
President. Nevertheless, Congress has to keep in mind that for the first time ever, the federal 
Treasury began collecting last year corporate inemne taxes from these companies in Puerto Rico. 
Sec. 936 taxes will likely exceed $6CM million for 1994 arid by the end of 199S, the federal 
government will have probably collected $S Inllioa. 

Any changes to Sec. 936 will be zealously stacked by the 936 lobby, in particular by the 
pharmaceutical sector. But I urge you to look at the facts. For example, during the 1993 "936- 
debate" the affected companies pre^cted a doom scenario for the manufacturing sector in Puerto 
Rico if 936 was altered. A year and half after the changes, Puerto Rico has now its lowest 
unemployment rate in twenty years (still very tugh at about 12%). Meanwhile, 936 jobs have 
remained practically stagnant for more than 10 years. 

Puerto Rico and its workers have much to offer ^od their productivity is as good as or better than 
that found anywhere else. Our quality controls are A-1. Our local economy cannot continue to 
be at the mercy of a regressive tax policy that fosters an economic dilemma for Puerto Rico, and 
one that inhibits the attraction of venture capital and research & development investments. 

Puerto Ricans are ready for a quid-pro-quo approach. Prominent local political and business 
leaders, including the Governor, have publicly indicated that they would support changes to Sec. 
936 if they result in a better quality of life for the citizens of Puerto Rico. For the reasons I just 
indicated, there is no doubt that an orderly phase-oul will indeed translate into a better economic 
future for all of us. 

As we enter into a new century, this Confess and Ehicrto Rico must be able to face the 
challenges of a new era. We cannot leave briiiod a group of citizens that are and should continue 
to be an integral part of this great Nation. Puerto Ricans are willing to share in their 
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responsibilities in order to share better economic opportimilies and a chance to participate in the 
American dream. 

Furthermore, contrary to public perception, residents in Puerto Rico have indeed a heavy local 
taxation burden, hi^er than in many jurisdictions in the Nation even when taking into 
consideration all federal and local taxes. In addition, people in Puerto Rico are already subject 
to an array of federal taxes and user fees including Social Security taxes, unemployment taxes, 
custom duties, certain excise taxes, and even certain income taxes. In fact, IRS collected $2.5 
billion in federal taxes from Puerto Rico in 1993. This amount will exceed $3 billion for 1994. 


Thus, these taxes, the new revenue already generated through Sec. 936 and any further reductions 
or modifications to Sec. 936, must be taken into consideration by this Committee when allocating 
programmatic resources and tools for Puerto Rico and for the rest of the Nation, and vice versa. 

In brief, I urge you to put together all the pieces of the economic and welfare puzzle as they 
currently adversely affect Puerto Rico, in order to make applicable and available to them not only 
the same opportunities and tools available to their mainland fellow citizens, but the same 
responsibilities as well. 

Let us please end the course of economic "^wtheid" and bury the existing counter-productive 
"Reverse Robin Hood" socio-economic policy. 

Thank you for your interest and attention to my statement and 1 look forward to working with 
you on this and other issues. 


Attachments; 

CRB’s statement on Welfare Reform, Committee on HducationaJ & Economic 
Opportunities (1/18/95). 

CRJB’s statement on Welfare Reform, Committee on Education & Labor (8/2/94). 
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Hon. Carlos Romero-Barcelo 

Opening Statemenl for ihe Record 

Contmitlee on Economic A Educational Opportunities 

January 18, 1995 (RE; Welfare Refonn) 


Mr. Chairman and fellow colleagues of the Committee, once again we meet to discuss issues 
surrounding welfare reform. I am sure that everyone here favors welfare reform, the differences 
among us may lie on how to best achieve meaningful changes that make government programs 
work in a fairer and more efficient manner. In our deliberations, we should not lose sight of the 
fact that welfare programs should equip the poor with tools and opportunities to lift themselves 
out of poverty. 

I will focus on the dilemma facing my district — Puerto Rico — home to 3.7 million American 
citizens, I lake the opportunity to reintroduce for the record my remarks given during a hearing 
on this subject last year. Tfiey explain the socio-economic dilemma faced by citizens in Puerto 
Rico, a situation caused by inconsistent and contradictory federal policies towards the Island. 

I use the word dilemma because statistics show that the income gap between the Island and the 
mainland continues to widen and the trertd indicates that the gap will continue to grow. The 
average per capita income on the mainland is approximately $17,000 while the Island's per capita 
income is about $6,000. If the existing trend and applitable federal policies continue, Congress 
is in elTect condoning the creation of an apartheid society, one which condemns several million 
of U.S citizens in Puerto Rico to an unbreakable cycle of poverty. 

I am confident that many will agree with Tommy Thompson, the Governor of Wisconsin, who 
has said in that in order to achieve meaningful welfare reform, we must be willing to make long 
time investments to bring about change. 

Congress and successive administrations have for years supported what I call the "Reverse Robin 
Hood Policy" for Puerto Rico. This is so because the federal govenunent grants billions, I 
emphasize...bilUons of dollars in tax credits to multinational corporations doing business in Puerto 
Rico while it denies participation of children, handicapped and aged U.S. citizens in critical 
federal programs. In essence, the federal government is "stealing" from the middle class, the 
working poor and the indigent, in order to give what amounts to exemption from federal 
corporate taxes to wealthy multinationals. The tax exemption, known as Section 936 of the 
Federal Internal Revenue Code, is generally used as the excuse for not bringing Puerto Rico up 
to par in federal policies and programs. 

For example, the working poor, the elderly, children at risk and families in need are at a 
disadvantage if they reside on the Island. This is so because of the following: 
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The Supplemental Social Security Income program (SSI) is inapplicable in Puerto Rico. 
The Earned Income Tax Credit is inapplicable. 

Title One funds, designed to foster educational opportunities for poor and disadvantaged 
students, are capped at about 45% of otherwise full applicability of this program. 

In the same fashion, the food stamps program is capped at about 60% and AFDC is 
capped at about 20%. 

To compound this lamentable situation, many in Puerto Rico are at the mercy of a second 
rate health care system. This is so because Medicaid is inapplicable on the Island. We 
get a block grant that amounts to about 10 to 15% of what Puerto Rico would gel under 
full participation in Medicaid. This translates into an onerous financial burden on public 
health facilities resulting in a de facto '’apartheid" medical system. Those with private 
insurance and who can afford it, use private physicians and facilities. But those with 
limited resources, or v/ith no resources, must use a public health care system that is 
underfunded, overburdened and one that lacks appropriate medical personnel and 
resources. 

Thus, 1 have been consistent throughout my 30 years in public life, in that in our struggle to 
obtain equal participation in the resources of the nation, we must be willing to share equally in 
the burdens and responsibilities also — and we are. However, we do not have a say in this 
matter. Congress has absolute power and discretion over the affairs of Puerto Rico. Therefore 
my colleagues, and with all due respect, it is up to you to take corrective action and reverse the 
socio-economic dilemma faced by American citizens in my district. 

Treasury Secretary Rubin has said that "the tax code is an instrument of public policy", and it 
certainly is. I am working with Members of the Budget and Ways & Means Committees, and 
with the Executive branch, in order to eliminate the "Reverse Robin Hood" policy. But I also 
need your support in order to achieve mutually beneficial changes. 

As the distinguished Chairman of this Committee has indicated, all programs are under scrutiny 
and on the table. Thus, those programs and policies adversely alTecting Puerto Rico must be on 
the table also. 

Give us equal rights and responsibilities, because as 1 said before, poverty demoralizes not only 
the one who suffers from it, but also demoralizes the society that tolerates it or worse, tries to 
ignore it. 


Attachment (CRB’s remarks 8/2/94) 
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[-{on. Carlos Romero-Barcel6 
Committee on Educalion and Labor 
(Remarks) 

August 2, 1994 

RE: H.R. 4605 "Work & Responsibility Act of 1994" (Welfare Reform) 


I COMMEND THE PRESIDENT FOR HIS LEADERSHIP IN ATTEMPTING TO BRING 
ABOUT MEANINGFUL CHANGE TO OUR NATION’S WELFARE SYSTEM, LIKE HE 
SAID - "TO END WELFARE AS WE KNOW IT". 

MY COLLEAGUES IN THE FRESHMAN CLASS HAVE ALSO TAKEN THE INITIATIVE 
OF ADDRESSING THE NEED FOR WELFARE REFORM, AND WE DID ENGAGE IN A 
THOROUGH PROCESS THAT CULMINATED IN A DOCUMENT THAT LAYS OUT THE 
CONSENSUS OF THIS GROUP. 

AMONG THE KEY ASPECTS OF OUR RECOMMENDATIONS IS THE FIRM BELIEF 
THAT THE REFORM’S GOALS MUST AIM AT PROMOTING SELF-SUFFICIENCY AND 
THAT THE SHORT-TERM EXPENDITURESNECESSARY TO IMPLEMENT THE REFORM 
MUST NOT BE FINANCED BY THE POOR- WHATEVER AMOUNT WE INVEST IN 
WELFARE REFORM THIS YEAR MUST BE INVESTED IN SUCH A WAY THAT IT WILL 
RENDER MUCH GREATER BENEFITS TO OUR SOCIETY AS A WHOLE IN A FEW 
YEARS THAN THE PRESENT PROGRAMS HAVE BEEN ABLE TO. 

THE NATIONAL CONSENSUS IS CLEAR IN ITS CONCLUSION THAT THE WELFARE 
SYSTEM IS BROKEN AND THAT IT NEEDS A MAJOR OVERHAUL. THEREFORE, WE 
MUST BE WILLING TO COME-UP WITH A MEANINGFUL STRATEGY AND WITH THE 
innovative PROGRAMS NEEDED TO FIX THE PROBLEMS AND IMPLEMENT THE 
SOLUTIONS THAT WILL ULTIMATELY REWARD WORK, SELF-SUFFICIENCY, FAMILY 
UNITY AND RESPONSIBILITY. 

NEVERTHELESS, LET US NOT FORGET THAT WE WILL ALWAYS HAVE A S.MALL 
PROPORTION OF OUR POPULATION THAT FOR VALID REASONS WILL NOT BE ABLE 
TO ATTAIN FULL SELF-SUFFICIENCY. THOSE INDIVIDUALS AND THEIR FAMILIES 
WILL NEED SOME TYPE OF ASSISTANCE FROM THE GOVERNMENT: FOR EXAMPLE, 
PEOPLE WITH CHRONIC DISABILITIES, INDIGENT SENIOR CITIZENS, CHILDREN AT 
RISK AND WOMEN WITH CHILDREN WHO MUST TAKE CARE OF THEM 
PERSONALLY. 

n'E ALSO REITERATE THAT THE REFORM EFFORT MUST ENVISION A 
COMPREHENSIVE WELFARE STRATEGY WHICH WILL RESULT IN CAREFULLY 
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DESIGNED PROGRAMS THAT mil HELP PEOPLE PULL THEMSELVES OUT OF 
POVERTY. THUS, THE PRESIDENT’S PLAN MUST CONSIDER THE POSSIBILITY OF 
EXTENDING WELFARE RESOURCES AND RESPONSIBILITIES TO GROUPS THAT 
HAVE BEEN TRADITIONALLY EXCLUDED OR UNDERSERVED BY WELFARE 
MECHANISMS. 

A CASE IN POINT IS WHAT IS HAPPENING IN MY OWN DISTRICT, PUERTO RICO, 
HOME TO OVER 3.6 MILLION AMERICAN CITIZENS BY BIRTH, WHERE A LARGE 
SEGMENT OF THE POPULATION HAS BEEN CONDEMNED TO A PERMANENT 
UNDERCLASS OF POVERTY BY INCONSISTENT AND TOTALLY CONTRADICTORY 
FEDERAL POLICIES TOWARDS THE CITIZENS IN PUERTO RICO. 


FIRST-TERM MEMBERS OF CONGRESS HAVE CONDEMNED THE GEOGRAPHICAL 
DISCRIMINA TION TOWARDS THE CITIZENS LIVING IN THE TERRITORIES. IN THE 
PARTICULAR CASE OF PUERTO RICO, I AM APPALLED BY THE 
RECOMMENDATIONS OF THE ADMINISTRATION, WHICH SEEM TO DISREGARD 
ISSUES THAT I HAVE ATTEMPTED TO BRING TO THE TABLE THE PROPOSED 
L EGISLA TION DOES NO T ADDRESS AT ALL THE CA USES AND ROOTS OF PO VER TY 
IN PUERTO RICO, THE POOREST PER-CAPITA JURISDICTION IN THE ENTIRE 
NA TION. ASAMA TTER OF FACT, IN PUERTO RICO IT DOES JUST THE OPPOSITE, 
THE WELFARE REFORM INCREASES THE DIFFERENCE BY RESOURCES AND 
OPPORTUNITIES TO THE POOR, THE ELDERLY, ABANDONED MOTHERS, THE 
HANDICAPPED AND CHILDREN. 

UNFORTUNATELY, THE INCOME GAP BETWEEN THE MAINLAND AND PUERTO 
RICO CONTINUES TO WIDEN WITH THE PASSING OF THE YEARS AND THE 
ISLAND’S PER CAPITA INCOME IS THREE TIMES BELOW THE NATIONAL 
AVERAGE. THIS RESULT IS BROUGHT ABOUT BY THE GEOGRAPHIC 
DISCRIMINATION AGAINST THE U.S. CITIZENS IN PUERTO RICO. 

THE WHITE HOUSE TASK FORCE HAS MERELY PROPOSED A 25% INCREASE TO 
THE ALREADY EXISTING ARBITRARY CAP APPLICABLE TO PUERTO RICO, A CAP 
THAT HAS NOT BEEN SIGNIFICANTLY TOUCHED IN THE LAST IS YEARS! THE 
CAP WILL AMOUNT TO 5102.5 MILLION, UP FROM THE CURRENT 5S0 MILLION. DO 
YOU HONESTLY BELIEVE THAT THE 520.5 MILLION INCREASE WILL HAVE ANY 
SIGNIFICANT EFFECT TO HELP MORE THAN 50% OF THE 3.6 MILLION U.S. 
CITIZENS IN PUERTO RICO WHO LIVE IN POVERTY LIFT THEMSELVES OUT OF 
POVERTY? HOW CAN ANYONE RA TIONALIZE SUCH A POLICY DECISION? 

THE GOALS AND BENEFITS THAT WELFARE REFORM WILL RENDER TO THE POOR 
AND UNDER PRIVILEGED IN THE 50 STATES ARE NOT IN THE HORIZON FOR 
PUERTO RICO AND THE OTHER TERRITORIES. THIS SITUATION CANNOT BE 
TOLERATED IN A FIRST RATE DEMOCRATIC NATION LIKE OURS. THE 
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ADMINISTRATION IS PLAINLY IGNORING THE ISSUE IN ITS TERRITORIES. ARE THE 
LIVES OF U.S. CITIZENS IN THE TERRITORIES LESS IMPORTANT THAN THE LIVES 
OF U.S. CITIZENS IN THE 50 STATES? 

TO GIVE you AN IDEA ON HOW INCONSISTENT THE FEDERAL POLICIES 
TOWARDS PUERTO RICO ARE, CONSIDER THE FOLLOWING: ELDERLY POOR 
AND/OR DISABLED CITIZENS ARE NOT ELIGIBLE FOR SUPPLEMENTAL SECURITY 
INCOME ASSISTANCE A FAMILY OF THREE ELIGIBLE FOR AFDC PAYMENTS (AID 
TO FAMILIES WITH DEPENDENT CHILDREN! RECEIVE ONLY A MONTHLY 
AVERAGE PAYMENT OF t9S, THIS SAME FAMILY LIVING IN THE MAINLAND 
WOULD RECEIVE APPROXIMATELY S4S0 PER MONTH. 

TO COMPLICA TE MA TTERS FURTHER, THIS SAME FAMIL Y NOT ONL Y LACKS OF 
ADEQUATE RESOURCES TO STAY AFLOAT, BUT IN FACT FACES A CATCH-22 
SITUATION SINCE SUCH A FAMILY IN PUERTO RICO CANNOT TAKE ADVANTAGE 
OF THE EARNED INCOME TAX CREDIT — A PROGRAM SPECIFICALL Y DESIGNED 
TO PROVIDE INCENTIVES FOR THE WORKING POOR — WHICH IS INAPPLICABLE 
IN PUERTO RICO. 

THE EARNED INCOME TAX CREDIT IS A CRITICAL COMPONENT OF THE WELFARE 
REFORM EFFORTS AND WE THANK THE PRESIDENT AND MANY MEMBERS OF 
THIS HOUSE FOR HAVING EXPANDED THIS PROGRAM IN A SIGNIFICANT WAY 
LAST YEAR. BUT IN PUERTO RICO - TO THE WORKING POOR IN MY ISLAND - 
THE EXPANSION NOT ONLY DOES NOT HELP IN ANY WAY, BUT ON THE 
CONTRARY, IT HELPS ONLY TO WIDEN THE INCOME GAP BETWEEN THE U.S. 
CITIZENS IN PUERTO RICO AND THE CITIZENS IN THE SO STATES. 

HOWEVER, INSTEAD OF ADDRESSING THE CRITICAL NEEDS OF THOUSANDS OF 
CITIZENS IN MY DISTRICT, CONGRESS AND THE FEDERAL GOVERNMENT HA VE 
OPTED FOR GIVING TO WEAL THY CORPORA TIONS IN PUERTO RICO EXTREME! T 
GENEROUS TAX BREAKS, AMOUNTING TO BILLIONS OF DOLLARS EACH YEAR, YES 
BILLIONS -WITH A "B" AS IN BARBARIC -AND NOT TAXING THOSE OF US WHO 
CAN PA Y, AND THEN DENY THE NEEDY CITIZENS THE BENEFITS THEY SHOULD 
BE ENTITLED TO. 

AS A COLONIAL DELEGATE WITHOUT THE POWER OF THE VOTE IN THIS HOUSE, 

I CAN ONLY BRING TO YOUR ATTENTION THE NEED FOR MEANINGFUL CHANGES 
LONG OVERDUE FOR YOUR FELLOW CITIZENS IN PUERTO RICO. I CANNOT VOTE, 
BUT MY COLLEAGUES CAN, AND THE POWER TO CHANGE THINGS RESTS ON 
THEM AND ON THE PRESIDENT. 

THE POOR DO NOT PAY TAXES AND THEY SHOULD NOT BE CONDEMNED TO A 
PERMANENT UNDERCLASS WE MUST AGGRESSIVE! Y PROMOTE POLICIES THA T 
BREAK THE POVERTY CYCLE THERE ARE OVER 140,000 CHILDREN LIVING IN 
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POVERTY IS PUERTO RICO. WHAT SHALL / ASSWER THEM WHES THEY OR 
THEIR MOTHERS ASK ME WHY THEY WERE EXCLUDED? 


THE POOR, WHEREVER THEY ARE IN OUR NATION. SHOULD HAVE MEANINGFUL 
OPPORTUNITIES THAT WILL ENABLE THEM TO PROGRESS AND BREAK THE CYCLE 
OF POVERTY. POOR PEOPLE IN PUERTO RICO IN NEED OF NUTRITIONAL 
ASSISTANCE CAN ONLY OBTAIN 2/3 OF WHAT THEIR COUNTERPARTS IN THE 50 
STATES RECEIVE BECAUSE THE FOOD STAMPS PROGRAM IS ALSO CAPPED. EVEN 
POOR CHILDREN ARE SHORTCHANGED IN THEIR EDUCATIONAL OPPORTUNITIES 
SINCE FEDERAL ASSISTANCE UNDER THE CHAPTER ONE PROGRAM. WHICH IS 
DESIGNED TO ASSIST POOR SCHOOL CHILDREN, IS ALSO SEVERELY CAPPED AT 
ABOUT 45% OF WHAT IT WOULD BE IF WE WERE A STATE. 

POVERTY DEMORALIZES NOT ONLY THE ONE WHO SUFFERS FROM IT, BUT ALSO 
DEMORALIZES THE SOCIETY THAT TOLERATES IT. 

THUS, I CALL ON THIS CONGRESS AND ON THIS ADMINISTRATION TO SERIOUSLY 
CONSIDER THE REPERCUSSIONS OF TOLERATING DISCRIMINATION AGAINST 
NEEDY U S. CITIZENS. GEOGRAPHIC LOCATION SHOULD NOT BE A BARRIER TO 
BETTER OPPORTUNITIES. LET US PROVIDE THE APPROPRIATE TOOLS AND 
RESOURCES AND MOST PEOPLE WILL HELP THEMSELVES. 

THERE IS NO JUSTIFICATION FOR THE AFDC CAP CONTAINED IN THIS BILL AND 
I URGE MY COLLEAGUES TO SUPPORT ME IN SEEKING ITS REMOVAL 

MR. CHAIRMAN I ASK FOR UNANIMOUS CONSENT TO REVISE AND EXTEND MY 
REMARKS AS I WILL BE SUBMITTING FOR THE RECORD SEVERAL ADDENDUM 
WHICH WILL EXPAND ON THE POINTS I HAVE JUST MENTIONED AND WHICH MAY 
INCLUDE ADDITIONAL QUESTIONS ADDRESSED TO ADMINISTRATION OFFICIALS. 

I THANK THE ADMINISTRATION FOR FOSTERING A CAREFUL ANALYSIS OF THE 
WELFARE ISSUE AND FOR SEEKING A CONSENSUS ON SOLUTIONS THAT WILL 
BENEFIT ALL OF US HOWEVER, I MUST CRITICIZE ITS UNWILLINGNESS TO 
ADDRESS THE WELFARE POLICY DILEMMA THAT AFFECTS HUNDREDS OF 
THOUSANDS OF AMERlC/iN CITIZENS IN PUERTO RICO. THANK YOU. 
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Mr. English. Thank you. Thank you, sir. 

Mr. Romero-Barcelo. Thank you. 

Mr. English. We will move to questions. 

Ms. Dunn will inquire. 

Ms. Dunn. Mr. Chairman, I want to thank the panel for coming 
before us. I apologize for the few Members who are here to listen 
to you. It is because we have a very long day today, and we are 
fitting a lot of Members in. 

If it were a tjqjical hearing day we would spend a great deal with 
each of you to take advantage of your personal knowledge at the 
same time that you are representing a large constituency before 
the Congress, so I hope you will allow us to make use of you as 
a resource, each of you as we move through this whole thing. 

The impression that I get from this panel and ones that have 
preceded is that we are very, very lucky to have folks on both sides 
of the aisle with such great knowledge and that this is an area 
where if we are very thoughtful about our input as you have been 
we can come together with a bipartisan plan to replace the current 
welfare system. 

I have one brief question, Mr. Greenwood. I wonder if you could 
quickly summarize for us the table that you have included in your 
testimony, table 1, Federal Payments for Medicaid and so forth for 
us, and how it affects a State, for example, Washington. 

Mr. Greenwood. Certainly, thank you for your interest. Overall 
the individuals paying Federal income tax payments are forward- 
ing to the Federal Govenunent on the order of about $500 billion 
per year. The Federal Government then sends back to the States 
a little over $100 billion in means- tested programs — Medicaid, 
AFDC, food stamps. The point of this exercise is to suggest that 
perhaps we can short circuit that process since 20 percent of the 
Federal tax dollars are coming to Washington and turning right 
around and going back with strings attached. If we simply gave 
States the option of fully financing their own welfare programs, 
then we could give tax credits directly to the individuals in those 
States in an amount proportional to what their State has histori- 
cally been receiving from the Federal Government. 

Let me see if I can find Washington State on here. Washington 
State receives back from the Federal Government approximately 
15.9 percent of all of the Federal income tax dollars paid by indi- 
vidual citizens of Washington State. 

In other words, if your State chose to finance those programs en- 
tirely with State dollars, your residents could then take a 16- 
percent credit against their obligation. Those dollars would never 
come to Washington, and your State officials would have them 
available to use for these programs. If the States are efficient and 
creative, they would probably not need to take all of that 16 per- 
cent back. 

Ms. Dunn. Governor Castle, could you respond to that? Is that 
a good idea? 

Mr. Castle. It is a good idea for Delaware. We are even lower 
than Washington State. I think it would depend to some degree on 
your vantage point from what State, but the concept is an excellent 
idea. I think what Congressman Greenwood is saying in part is 
that we create expenditures by — ^and regulation and complexity by 
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having moneys flow through to Washington then back out to the 
States and then to individuals, which is really what these entitle- 
ment-type welfare programs are, regardless of whether they should 
be cut off or not, that is really what they are. 

And if you could have it directly within the States, you might 
give the States a greater flexibility, you eliminate the bureaucracy 
in Washington, there would be a fairness issue in terms of what 
you are paying in and what you are getting back, and I think ulti- 
mately it could work. It would obviously take a lot of work to get 
it to a point where it is something that everybody could accept and 
to see how it could pertain, but it is certainly a very interesting 
and potentially viable idea. 

Ms. Dunn. Ms. Holmes Norton, does that do an3dhing toward 
solving your point of the bureaucratic confusion back here? 

Ms. Norton. It does, but I am wondering about its impact on 
large cities, and the first thing I thought about is that I would like 
to see a copy of Mr. Greenwood’s chart. Indeed, Ms. Dunn, one of 
the great missing elements in this debate has been word from the 
mayors and the county executives who live closest to the welfare 
recipients, and I would like to see Mr. Greenwood’s notion sent 
through their prism, far closer to these expenses than the Gov- 
ernors have been. I take particular note of what Mr. Castle has 
had to say because he comes from a small State which has forced 
him even as Governor to live very close to these problems. 

Mr. Greenwood. If I may, the District of Columbia receives back 
from the Federal Government 29.5 percent of every tax dollar paid 
by individuals, and obviously it is a fairly short trip in this town. 
You could probably take the receipts about two blocks one direction 
and then two blocks back in the other direction. I would submit, 
however, that even in that short physical trip here in the District, 
a lot of that 29.5 percent gets consumed in Federal bureaucracy. 
If the District of Columbia were to say that they would pay for all 
of its welfare programs, every resident of the District would get a 
30-percent tax credit. The District could itself choose how to obtain 
the revenues needed to fund its programs. 

Ms. Dunn. Thank you, Mr. Chairman. 

Mr. English. Thank you very much. 

Mr. Greenwood, you have an unusual background to bring to this 
debate, having served prior to becoming a le^slator as a social 
worker, having served in the State legislature in Pennsylvania as 
one of the leaders in an ongoing fight for welfare reform, and I 
wonder with that perspective could you amplify on your suggestion 
of the creation for unwed mothers of a petition of dependency. I 
know that in the debate on welfare reform all too often there has 
been a tendency in the media to hijack the discussion into a con- 
troversy over orphanages, but you brought up, I think appro- 
priately so, that in certain situations foster homes and group 
homes can provide a better climate in which young people coiild be 
raised. 

Could you please comment on that and what has the track record 
been with these sorts of institutions? 

Mr. Greenwood. Thank you, I would be happy to. The reality is 
we have a good system in this country for kids who don’t have good 
homes. Whenever a child is brought to the attention of school offi- 
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cials, physicians, or nurses, there is an investigation that occurs, 
and if the child does not have a good home, then we have a system 
to provide one for him or her. 

The county government obtains custody of that child if the situa- 
tion can’t be worked out. If it is a marginal case, we can try to keep 
that child at home and provide social services. But if it is really 
a dangerous place for that child or if there is literally no place for 
that child to go, then the caseworker drafts a petition saying this 
is a dependent child, that his parents either abuse, neglect or reject 
him. The court then holds a hearing where the parents are entitled 
to testify. If the judge says yes, that is a dependent child, the coun- 
ty finds a good home for that child — ^in most cases it is a foster 
home. 

My suggestion is simply that the mere fact that a teenager has 
conceived a child doesn’t make her any less of a child herself. In 
fact, it makes her more in need of adult supervision. 

I would simply suggest that we get away fi-om this ridiculous no- 
tion that if we stop paying cash benefits to teenagers that they and 
their children will all end up in orphanages. That is not the point. 
The point is if they themselves are out seeking public resources be- 
cause they don’t have a good home, then we need to find them a 
good home. I think ideally we should find them a home with their 
infant, and we should take that time and use our resources wisely 
to enable them to become self-reliant themselves. 

The status quo is the most brutal you could imagine. Under the 
current system we allow very young women to live in hovels and 
basements and cold, miserable excuses for habitat, and then just 
because they produce a child we mail them a check, and we mail 
them food stamps once a month. They don’t have the financial re- 
sources to really make it, and they have no adults in their lives to 
assist them, and the results are predictable. They often abuse their 
children, neglect their children and turn to a lot of the behaviors 
that people turn to when they are in despair. They frequently are 
stuck in a cycle of poverty for all their lives. 

Mr. English. Thank you. Congressman Castle and Congressman 
Greenwood, both of you have come to Congress out of State govern- 
ment having had extensive careers there. There has been a general 
concern expressed by some opponents of welfare reform proposals 
that have been offered here that if there is an end to entitlements, 
for example in AFDC, and a movement toward block grants that 
many States might stage a retreat from their commitment to pro- 
viding assistance for our poorest people. 

That recently has been extended to include concerns about 
changes in SSI. My question to the two of you is that given your 
experience and given your familiarity with the people in State gov- 
ernment all over the country, do you feel this is a legitimate con- 
cern or with a shift to block grants do you think that the States 
are going to continue to make an effort to provide for their poorest 
citizens? 

Mr. Castle. Mr. Chairman, I think it is a legitimate concern, 
perhaps one we can match. I think initially if we went to block 
grants that we build in some inflationary factor in virtually all 
these programs, although it gets more difficult with Medicaid, I 
think you will probably see a fairly good reaction in terms of man- 
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aging the problem both from the Federal Government and the 
State governments, because in my judgment there probably is some 
tightening which could go on in this system, but at some point 
after a few years or a couple years and you have done some of that, 
and all of a sudden you are looking at the same block grants with- 
out growth, you could have a problem. 

I have suggested in my testimony the possibility of a rainy day 
fund. There is no question that welfare rolls in this country are af- 
fected by unemployment rates or poverty, but the fluctuation may 
be measured by unemployment rates and other poverty rates as an 
indication of how various geographical areas are doing. 

By the way, sometimes it isn’t how the country is doing, you may 
have the Midwest not doing well and the rest of the country — the 
East Coast and West Coast are doing well or vice versa. This hap- 
pens also. 

I think to have a system that would be completely inflexible 
would really be a problem. I do like the idea of block grants, which 
isn’t that far unrelated from what Congressman Greenwood was 
testifying to earlier, that is, have the money flow directly back to 
the States as opposed to worrying about all the details of the per 
se entitlement for each person in the country. The States could 
make up their own methodologies for doing this. 

You suggested something else. It suggests the possibility of dif- 
ferent States cheating a little bit here or there. There might be 
some minimum standards that would have to be imposed in order 
to prevent that, some States that don’t have a particular welfare 
problem, that don’t have a big welfare population next to it might 
to some degree try to play games in the circumstance or even those 
who are competing with each other might try to get below the other 
one to encourage welfare recipients to move. I don’t see as much 
of that as sometimes we hear. 

That could happen as well, so there are problems in block grant- 
ing, without a doubt, but the concept is not all bad because it is 
a simplification of something which has become extraordinarily 
complex. As we get away from the entitlement, pure entitlement 
concept and we get to the time-measured cutoffs in some way or 
another, and I suspect because of what the President has said, 
what some of the moderate conservative Democrats have said be- 
cause of what Republicans are saying, we are looking at some time 
cutoff. 

I don’t know if it would be 2 years. I would urge a little more 
flexibility, but some kind or another that these are the kinds of 
things that we should be looking at, so the block grants should be 
explored but very carefully, not just in one sentence in a piece of 
legislation. We really need to understand it thoroughly, I believe. 

Mr. English. Mr. Greenwood. 

Mr. Greenwood. Very briefly because the time has elapsed. I 
think 40 years ago the Federal Government did exactly what it 
needed to do, and that is usurp powers from the States because the 
States were systematically denying the rights of American citizen- 
ship to minorities and others. That was the right thing to do be- 
cause at the same time those States were denying minorities access 
to the political system to change the governments within their 
States. 
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I think since then we have, through a lot of Federal actions, em- 
powered people in every State to be strong advocates, and they 
have demonstrated their pohtical powers. Every group and sub- 
group you can imagine has done that. Now I think it is time for 
political maturity in this country. 

I think the tools are there and available in every State. Advo- 
cates for the poor, advocates for the elderly, and advocates for the 
children can go to their State capitals, and push hard for the kinds 
of programs they want and throw out of office the people that they 
don’t think show the compassion. 

Ms. Norton. Mr. Chairman, could I say one word on that be- 
cause I think nobody impugns the motives of State officials or lob- 
byists who go and put pressure on State officials. I think the appro- 
priate question is what happens if you reach the end of a block 
grant and you are in a recession? 

Of course, the Governor and the mayor will do what they can, 
but understand what that meeins. It probably means raising taxes 
at the local and/or State level, a regressive tax to take care of a 
national problem. That is what I mean by denial, not going that 
extra step and understanding that is what would happen. 

Mr. English. Thank you, Ms. Holmes Norton. I appreciate your 
remarks. I have taken some of the testimony presented before this 
Committee to suggest that State officials might retreat from their 
recent commitment to poor people. That is something I wanted 
clarified here. 

Thank you very much for taking time out from your very hectic 
schedules to participate in this hearing today and offer your own 
unique perspectives. 

Mr. Walsh. Mr. Chairman, just one last word if I might beg your 
deference. 

This issue of block grants, if that is the direction that this Com- 
mittee determines to head in, be very sure that there is a vehicle 
set up for annual adjustments to this program because once Con- 
gress loses control of the program on a national basis, you are 
going to have to look to the Governors to determine what the ap- 
propriations are going to be. 

Mr. English. Tha^ you, Mr. Walsh. We will introduce the next 
panel now. 

The Chair is dehghted to welcome to testify before the Sub- 
committee today, Hon. Michael Bihrakis, Member of Congress from 
Florida, Hon. John Myers, Member of Congress from Indiana, who 
is accompanied by Hon. Dean Young, State representative from In- 
diana, Hon. Nydia Velazquez, Member of Congress from New York, 
and Hon. Karen Thurman, Member of Congress from Florida. Wel- 
come. 

Thank you for coming today to offer your expertise and to 
present testimony. We would prefer that you limit your remarks 
here today to 5 minutes. But you are also welcome to submit writ- 
ten testimony for the record. 

Thank you very much. I would like first of all to recognize Rep- 
resentative John Myers of Indiana. 
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STATEMENT OF HON. STEPHEN E. BUYER, A REPRESENTATIVE 

IN CONGRESS FROM THE STATE OF INDIANA, AS PRE- 
SENTED BY HON. JOHN T. MYERS, A REPRESENTATIVE IN 

CONGRESS FROM THE STATE OF INDIANA 

Mr. Myers. Thank you, Mr. Chairman and Ms. Dunn, thank you 
very much for the attention you are giving to a very important 
problem. I am appearing as a substitute for Representative Buyer 
and will not testify. 

Today we have Indiana State Representative Dean Young, who 
has been on the leading edge of welfare reform for the State of In- 
diana. He has introduced legislation in both the 1993 and 1994 ses- 
sions dealing with AFDC, term limits for recipient mothers, and 
fraud in welfare. 

Also at this time I would like to insert a statement from our col- 
league Steve Buyer, who intended to be here but attended a fu- 
neral in Indiana this morning. I request that Representative Buy- 
er’s testimony be submitted for the record, as well as the written 
comments from Indiana Senator Luke Kenley. 

[The prepared statements follow:] 
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TESTIMONY OF HON. STEVE BUYER 
A REPRESENTATIVE IN CONGRESS FROM THE STATE OF INDIANA 


Mr. Chairman, I thank you and the members of this Committee for allowing Indiana 
Representative Dean Young and me the opportunity to discuss welfare reform. This issue is 
of tremendous importance to my District, ^ Slide of Indiana, and our nation. 

I am proud to introduce Representative Dean Young, who travelled from Indiana to 
discuss welfare reform initiatives within the State of Indiana, and the need for flexibility to 
the states. As a Representative in tte Indiana General Assembly, Mr. Young intrtxiuc^ 
welfare reform plans in 1993 and 1994, and has been a leader in welfare reform within the 
State of Indiana. Representative Young has ideas which could further reform the welfare 
system in Indiana by reducing bureaucracy and costs, thereby lowering the tax burden 
already placed on Hoosiers in Indiana's Fifth District and across the State. 

Mr. Chairman, I believe welfare reform can take place at the state and local level if 
we provide states with the proper flexibility. By enacting reforms at the Federal level we 
will poise the states to further adjust our flawed system, and transform it into one that 
functions as it was originally intended to as a means of temporary assistance. Last year, 
constituents from across my District, from Lake to Blackford Counties, told me that welfare 
reform is one of the most pressing social isstms of our time. They are irritated by big 
government programs which continue to expand and take money out of their pockets, while 
the number of successes from such expand^ programs continues to lag disproportionately. 

In regard to welfare initiatives within the St^e of Indiana, it is important to note that 
while Indiana was recently granted Federal permission to begin to implement plans for 
effective reform, a total of 42 Federal waivers had to be approved (aher a substantial 
waiting period). Thus, after these plans were formulated at the stale level, yet another level 
of bureaucracy had to be conquered. We should allow states the flexibility to determine 
how to best meet the needs of the welfare system. 

As stated earlier, Indiana has already started to reform its system by formulating 
plans to attack the roots of welfare dependency, and by helping individuals to acquire the 
skills to remain independent of government assistance. Such reforms include: the 
establishment of a 24-month lifetime limit for Aid to Families With Dependent Children 
(AFDC) while parents look for work, a requirement that all AFDC applicants sign a 
Personal Responsibility Agreement that requires AFDC parents to agree to certain 
requirements, such as ensuring their children will attend school, stiff penalties for welfare 
fraud whereby individuals found to have abused (he system are permanently ineligible for 
benefits, and the requirement that minor parents resitte with a parent or adult thereby 
highlighting the importance of the family unit,- just to name a few. Many of these ideas are 
contained in the welfare refoim plan contained in the Contract With America, H.R. 4. the 
Personal Responsibility Act. I am proud to see the leadership which the State of Indiana has 
already taken on (his issue. 

The problem with increasing welfare rolls is clear. Comparing figures from fiscal 
years 1993 and 1994, food stamp issuance in the Stale of Indiana increas^ by approximately 
5 percent. While some counties in my District showed decreased numbers, those numbers 
were countered by increases in other counties. For example. Pulaski and Warren Counties 
had food stamp issuance decreases of 5.4 percent and 9.4 percent respectively. For the 
same time period, Newton and Marshall Counties showed increased food stamp issuance by 
5.7 percent and 30.2 percent reflectively. This is just one example of an expanding 
program, which means increasing welfare roUs, and increasing costs. 

We need to do more than shift our broken welfare system to the stales. We need to 
fundamentally change the system from one of disincentives to empoweiment uk) 
opportunity, while emphasizing (he importance of (he state flextbility in meeting the specific 
economic needs of (he citizens within each state. 
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Dear CongreaBmam Buyer and members of the Committee, 

Thank you for the opportunity to share some thoughts regarding 
welfare reform as you deliberate on this subject. State 
Representative Dean Yoiing and 1 filed a comprehensive welfare 
reform bill here in the State of Indiana in November of 1999, and 
have been fighting to bring sense to this system since that time. 
Let me share a few brief thoughts with you regarding our efforts: 

1. Implementing even the sis^lest of reforma at the state 
level has been virtually in^ossible, since a federal 
government waiver is required at every turn. 

2. Federal decision makers who grant waivers resiet even the 
simplest reforms at every turn, refuse to consider 
statistical information regarding issues which show that 
current federal practices are rewarding the wrong values 
and promote benefit programs designed to keep people on the 
dole instead of trying to make it on their own. It Is 
clear that they think they are in charge of our values and 
goals and are willing to ignore not only factual arguments 
from the states, t^t I strongly sense that they are 
thwarting the intent of the federal Congress, because they 
have a different viewpoint from that of the Congress. This 
has been true even prior to the last election. 

3 . The federal waiver granters in the Executive Branch are 
determined to make Medicaid the basie of universal health 
care, even though Congress lest year resoundingly defeated 
this concept at the request of the American people. 
Waivers regarding the Medicaid program are uniformly denied 
If the granters sense that eligibility standards will be 
lowered. 

4. Economics have no meaning to the waiver granters. Cost 

control Is not part of their evaluative equation. It 
appears that they are determined to spend more on welfare 
regardless of whether anyone is being helped to get off 
welfare or not. Tiieir mission seems to be to get people 
dependent on government. * 
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5. The nuTnber of programs providing assietancs and the amount 
of bureaucracy created to deliver benefits Is astronomical. 
1 am sure wc could cut costs of the entire system in the 
states and federal programs by 20% by streamlining 
admlnistrationj combining and eliminating programs, and 
still provide 100% of the benefits we are giving recipients 
(which we don't need] . 

6. State government, being closer to the recipient and 

the taxpayer, has been administering federal concepts for 
some time. As the shop manager could often tell the owner 
of a business many simple ways to improve operations, the 
states are at a point in history where they can help the 
federal government to improve the management of the welfare 
program. 

7. Government welfare systems must have as their goal the 
intent to make every person independent of government, * 
proud to be self-determinative, and free to make their own 
success in life. Our current federally driven system 
destroys any such ideals and operates on ths premise that 
people are incapable of directing their own lives. 

Thank you for the opportunity to share these thoughts. In the 
news, many state leaders are asking for block grants, saying "Give 
us the money, don't tell us how to spend it, and we will do a 
better Job on welfare than you do.* 1 am not so foolish as to 
believe that those people who provide the money are not going to 
control the use of that money. Block grants may have some validity 
in the short run, but in the long run the federal government should 
reduce' taxes, reduoe programs, and let the states deal with this 
problem. Federal government has proven that it cannot aucceesfully 
create and manage an assistance program for the poor - witness the 
disastrous results of the current state of affairs in this area. 
Good luck in your deliberations. Please give us an opportunity to 
reclaim our rightful responsibilities in our federalist system. 

S Incerely yours , 

Lu)e« Kenley 
Indiana State Senator 
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Mr. English. Thank you very much. 

Mr. Young, we look forward to your testimony. It is wonderful to 
have a perspective from the statehouse as we deliberate the design 
of welfare reform. 

STATEMENT OF HON. DEAN A. YOUNG, STATE 
REPRESENTATIVE, STATE OF INDIANA 

Mr. Young. Thank you very much, Mr. Chairman and Members 
of the Committee. 

I bring you greetings from the State of Indiana and a message 
from them with respect to welfare reform. We have intensely de- 
bated that issue over the last 3 years, and of course on that issue, 
as with any issue, there is a wide divergence of opinion on how 
best to address it. That divergence includes such plans and pro- 
grams that perhaps it would be best, since the welfare system we 
all agree is broken, that we repair that system by additional pro- 
grams of job training and job education. Then on the opposite end 
of that divergence of opinion are those, and they are increasing in 
number, who beheve that the welfare system is not broken but 
rather it never did work, and that therefore you cannot repair 
something that never did work and that the only good that can 
come from our welfare system is from its ending. 

But there are basically two points that all of us in Indiana who 
have been involved in the debate agree upon, and the first point 
is that welfare reform is the single most important social issue of 
our time. The second point is that any possible hope for reform of 
that welfare system must come from the State and local level, and 
so I am going to suggest to you what I am sure many have who 
have presented testimony here to you throughout this process, and 
namely that States need as much flexibility as possible in order to 
implement the reforms that must take place in order for any type 
of welfare system to have any measure or opportunity for success. 

What I fear that has happened in this partnership over the last 
30 years between the State and Federal Governments in the deliv- 
ery of welfare is that we have developed an environment of one size 
fits all, that we develop categorical needs and categorical funding 
for those needs, and we put people into certain pigeonholes and 
classifications. We cannot distinguish or discriminate between the 
truly deserving and the free rider, which has often produced such 
unintentional results as, for example, individuals can be convicted 
of welfare fraud and after the court and the judge is through with 
them, they requalify for benefits. 

As a prosecuting attorney for 10 years before I was first elected 
to the General Assembly in Indiana in 1992, I witnessed this on 
not too rare of an occasion. Additionally, individuals who are al- 
ready on welfare would have additional children and receive addi- 
tional subsidies for those children without any responsibility in re- 
turn, and this causes real damage to our society, and our culture. 

Our cultime teaches us that you should not have children that 
you cannot afford and that those children you do have should be 
within the institution of marriage, but oiu* government tells us that 
it is OK if you do so and pays you subsidies for your effort. An ad- 
ditional thing which I witnessed often as a prosecuting attorney 
was parents of children would separate those children between 
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themselves or other members of their family in an effort to create 
additional welfare-eligible families. 

These types of things destroy us, so we have proposed some 42 
waivers that have been part of a collaborative effort between the 
legislature and our Governor’s office in the summer and fall of 
1994. These are things that we believe will empower ovu State to 
make significant changes in this area. It was individuals who were 
involved in that process who had very divergent opinions, as I 
spoke to you about earlier, but it took us 6 months to secure those 
waivers, those that we did secure, and those that we did secure 
came with numerous terms and conditions for the 42 waivers we 
sought we received back 23 pages, single spaced, typewritten terms 
and conditions that the Federal Government imposed in exchange 
for the right to implement, or try and implement those particular 
proposals, 1 respectfully suggest to you that we can do what we 
have done best throughout the years, and that is take care of our 
own. 

In Indiana we have always taken care of our poor. We have a 
trustee system at the local level that extends the length of time 
that we have been a State where we take care of those people who 
cannot take care of themselves. We ask you for the opportunity to 
continue that effort. Our system in Indiana was not broken before 
we were called upon to fix it some 30 or more years ago. I am ask- 
ing here today on behalf of the people of the State of Indiana, the 
Indiana General Assembly, and our Governor that we be allowed 
to continue to address those efforts with as much flexibility as we 
possibly can. 

Thank you for the opportunity to be with you here today. 

[The prepared statement and attachment follow:] 
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Statement of Indiana State Representative Dean Young 
Before tbe House Ways and Means Subcommittee on Human Resources 
United States House of Representatives 
January 30, 1995 


Thank you Mr. Chairman and members of the committee. I bring greetings from 
Evan Bayh, Governor of the State of Indiana; Paul Mannweiller, Speaker of the Indiana 
House of Representatives; Robert Garton, President Pro-tern of the Indiana Senate; and from 
the people of the State of Indiana. I welcome the opportunity to share with you some of the 
measures undertaken in the State of Indiana in tl^ area of comprehensive welfare reform. 

I am here to discuss some of the major proposals offered by Governor Bayh, the 
Indiana House of Representatives and the Indiana Senate on this roost critical issue. The 
approaches to resolving the welfare crises are as diverse as the issue is complex. In 
Indiana, proposals range from the elimination of state and federal welfare programs to the 
creation of new programs and the expansion of existing ones. Indiana is poised to reform 
the welfare system within the state. Please help us in this reform effort by allowing greater 
flexibility to the states to ensure that the particular economic needs of the citizens of Indiana 
can be properiy addressed. 

We must end a system of government that docs not and cannot work efficiently. The 
federal government’s "one size fits all" af^roach to welfare reform is no longer the best 
means to solving welfare issues in cities and towns across the country. The time has come 
to allow greater state flexibility so as to foster the formulation of targeted solutions suited to 
particular socioeconomic needs within the state. 

There is room for compromise on this issue, and we in the state legislature believe 
compromise can be reached; however legislation which increases by one the number of 
recipients on tbe welfare rolls is not compromise. We need a system that will empower 
individuals and facilitate opportunity. 

Such a system will allow elected officials at the state level to reform the system with 
proposals which can target those in need of skills; can provide temporary assistance to those 
in need; and can enoMirage individuals to pursue a life indq^endent of government 
assistance. Tbe Indiana State legislature has already started to attack the welfare system for 
effective change. Last session, the State of Indiana had to apply for 42 waivers from the 
federal govenunent in order to begin to implement these reform plans, but was prevented 
from expeditious Implementation of these plans for six months while waiver applications 
were processed. 

Indiana is a leader in welfare reform. Attached you will fmd a list of many of the 
proposals pending in the state legislature. The welfare reform measure that I introduced in 
1993 included many of the reforms listed below, and could have saved the State of Indiana 
$200 million. 

• The suspension of driver’s license and prohibition of the issuance of driver's 
licenses to individuals who are delinquent in the payment of child support; 

• The establishment of a budget cap for spending on welfare programs; 

• Tbe prohibition of the issuance of AFDC assistance to a person convicted of 
welfare fraud; 

• Requiring a dq^endent who is a parent to reside with a parent, legal guardian or 
adult relative (subject to certain allowances); 

• Limitations on the additional benefits which may be granted for a dqiendent child 
bom more than 10 months after a family qualifies for assistance. Establishes a 24 
month lifetime cq) on the receipt of welfare assistance; 

. • Requiring qualifying recipients between the ages of 7 and 19 years to attend 
school. 
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In 1965, the year in which the Great Society came to dinner and refused to go home, 
unemployment in our nation was 4.5 percent. And there was no welfare system in place. 
Thirty years later our nation experiences a similar unemployment rate, but such figures are 
despite our welfare system, not because of it. In an effort to help the poor, our government 
declared war on poverty. By 1969 poverty in the nation had decreased to 12 percent. This 
reflected a period of constant decline in poverty over the previous 30 year period. Today, 
after spending $5 Trillion, an amount nearly equal to our national debt, 14.5 percent of our 
nation live in poverty. 

I hope each of you takes the time to review the various proposals which are now 
before the Indiana General Assembly. Without waivers from the federal government none 
of these proposals can become the law in our state. We in the states must be free to 
experiment creatively in the area of welfare in an effort to promote the highest quality of 
life for all of our citizens. 

Ladies and gentlemen of the committee, the time for true welfare reform is now. As 
I have stated, the State of Indiana is ready to charge ahead in this effort. Already we have 
formulated reform proposals to address the ^)ecific needs of Indiana residents. We in 
Indiana respectfully request your support in addressing this flawed system. 


Respectfully submitted, 

Dean Young 

State Representative 

Indiana House District 31 
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Attachment to Testimony Submitted to the 
House Ways and Means Subcommittee on Human Resources 
by Dean A. Young 


SUMMARY OF WELFARE REFORM LEGISLATION PROPOSED IN INDIANA 


Suspend the driver’s iicenses and prohibit the issuance of driver’s licenses to 
individuals who are delinquent in the payment of child support. 

Further defines the private insurance demonstration project involving the AFDC 
Medicaid population. 

Allows the establishment of pilot welfare programs if such programs can be funded 
within the welfare spending cap. 

Prohibits the issuance of AFDC assistance to a person convicted of welfare fraud. 

Allowing certain exceptions, requires a dependent child with a child to reside with 
the dependent child's parent, legal guardian, or adult relative. 

Grants one year of assistance to legal aliens, forbids the issuance of assistance to 
illegal aliens, and establishes the guidelines for assistance to the children of aliens. 

Limits the additional benefits which may be granted for a dependent child bom more 
than 10 months after a family qualifies for assistance. Establishes a 24 month 
lifetime cap on the receipt or welfare assistance. 

With certain exceptions, requires qualifying recipients between the ages of 7 and 19 
years to attend school. 

Restricts benefits for individuals voluntarily leaving employment. 

Establishes the personal responsibility agreement under which a recipient would have 
to agree to comply with certain provisions in order to receive benefits. 

Concerns the federal targeted jobs tax credit program. 

Provides exemptions in certain cases from the various provisions of the personal 
responsibility agreement. 

Adds requirements concerning the establishment of paternity. 

Creates "workfare" program. 

Requires the application of a resource standard in the deiermination of the eligibility 
of an applicant. 

Additional language concerning welfare fraud. 

Makes those who are ineligible for AFDC under the paternity provisions ineligible 
for medicaid as well. 

Grants one year of Medicaid to legal aliens, forbids medicaid benefits for illegal 
aliens, and establishes the guidelines for M^icaid for the children of aliens. 

Concerns payments under the Indiana Medicaid insurance demonstration project. 

Establishes the Indiana Medicaid Insurance Demonstration Project providing private 
insurance for the AFDC Medicaid recipients. 

Grants the ability to a township trustee to deny benefits to an individual or a member 
of their family who has been denied assistance by the State. Adds township trustee 
reporting requirements. 

Adds several provisions to statutes concerning the establishment of paternity. 
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Suspends the licenses of practitioners who are delinquent in the payment of child 
support. Also, prohibits the issuance of licenses to these individuals. 

Additional adoption, paternity, and child suf^rt provisions. 

Makes the mother and father responsible for the expenses paid by Medicaid for 
prenatal care, delivery, hospitalization, and postnatal care. 

Places a maximum 10 year time limit for the filing of an action to enforce a child 
support obligation. 

Directs the FSSA to draft a personal responsibility agreement. 

Establishes the Electronic Benefit Transfer (EBT) pilot program. 

Directs FSSA to establish rules concerning the granting of exemptions under the rules 
to comply with the personal responsibility agreement. 

Directs the FSSA to seek additional federal reimbureement for services and assistance 
provided by the township trustees. 

Concerns the application for necessary waivers, as well as the implementation of 
these various proposals. 

Pay AFDC checks directly to employers who return money back to the recipient in 
the form of wages. 

Require immunization for children. 

All appeals regarding food stamp denials must be in writing. 

Remove categorical spending requirements dictated by the federal government. 

Employers can use AFDC diversion money for training and education, and not just 
wage subsidies. 

Remove requirement that imposes a 100 hour per month maximum work restriction 
for able bodied adults in (he home. 

Earn up to 100 percent of the federal poverty level without losing welfare benefits. 
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Mr. English. Thank you, Mr. Young. Thank you for taking the 
time to join us. 

The Chair recognizes Hon. Michael Bilirakis of Florida. 

STATEMENT OF HON. MICHAEL BILIRAKIS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF FLORIDA 

Mr. Bilirakis. I, too, thank you and the other Members of the 
Subcommittee, Mr. Chairman. And as we all know, the Contract 
With America includes a number of provisions which are designed 
to improve the well-being of our Nation’s children by strengthening 
the enforcement of child support. Such action is urgently needed 
because our Nation’s system for enforcing child support orders has 
failed miserably. 

In fact, almost 75 percent of custodial mothers who are entitled 
to receive child support either lack a support order or fail to receive 
full payment. Of those who have a child support award, not even 
half actually collect what is owed. In the United States, Mr. Chair- 
man, child support has historically been governed entirely by State 
law and enforced through State courts. 

State agencies provide free enforcement services to families on 
welfare, and also assist nonwelfare families with low-cost services. 
Unfortunately, State agencies have had an abysmal track record. 
These agencies established paternity in less than half the nec- 
essary cases, and less than 20 percent of the cases resulted in col- 
lection of any support at any time during the year. 

In addition, Mr. Chairman, the time involved in processing cases 
is extensive. Even those parents who ultimately obtained a support 
order typically waited more than 6 months to obtain it, and 79 per- 
cent waited more than another month to receive the first payment. 

To address these concerns, I strongly support legislation pro- 
posed by Representative Henry Hyde to create a more federally 
based child support enforcement system. Chairman Hyde’s proposal 
which was designated as H.R. 773 in the last Congress would cre- 
ate a national registry of child support orders in the Internal Reve- 
nue Service. 

Under that bill, the States would be required to transmit copies 
of all child support orders to the IRS for collection through wage 
withholding and distribution to the appropriate individual. Support 
orders would be enforced by the IRS in a manner similar to that 
used for tax evasion. 

I understand that Chairman Hyde plans to reintroduce similar 
legislation in this Congress, and I certainly intend to lend my full 
support to the measure. We must recognize that the end result of 
any delinquency in child support is a lack of financial assistance 
designed to ensure the health and well-being of the child who is by 
definition am innocent victim. 

Individuals who neglect that obligation simply transfer the cost 
to the rest of society, and they should not be rewarded for such ac- 
tion. For that reason I sponsored legislation in the last Congress 
which went through the Congress successfully and was enacted 
into law in the form of an amendment to the Small Business Reau- 
thorization Act. When this Congress convened on January 4, I in- 
troduced what I called the Subsidy Termination for Overdue Pay- 
ments or “STOP’ Act. 
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This legislation would deny a broad range of Federal benefits to 
individuals who willfully refuse to pay child support. The legisla- 
tion which I sponsored last year was limited to applicants for small 
business subsidies or loans from the Federal Government. The 
STOP Act would require applicants for Federal financial assistance 
to certify that they are not more than 60 days delinquent in the 
payment of child support or if delinquent that they are in compli- 
ance with the terms of an approved prepayment agreement. 

In introducing this bill, my intent is twofold: First, to encourage 
pajnnent of child support; and second, to preclude the use of Fed- 
eral taxpayers’ dollars to assist individuals who neglect their chil- 
dren. Under the bill, the Federal agency involved is not required 
to research the applicant’s status. 

Rather, an applicant for assistance must make a simple affirma- 
tive statement of compliance. The requirement will be enforced 
through existing provisions of Federal law which establish pen- 
alties for fraud in obtaining financial assistance. 

Quite simply, the measure is designed to emphasize that pay- 
ment of child support is a fundamental civic responsibility. Passage 
of the STOP Act will ensure that persons who fail to satisfy their 
most basic parental obligation are not rewarded for such action, 
and I am pleased that the proposal has been endorsed by the Chil- 
dren’s Defense Fund and the Association for Children for Enforce- 
ment of Support or ACES. 

Mr. Chairman, a letter from the ACES president tells me that 
the statistics on child support are appalling. According to ACES, 
there are 23 million children in America who are owed $34 billion 
in unpaid support. Nine out of 10 children on welfare are entitled 
to support and do not receive payments. 

If each of these children received the average child support pay- 
ment, approximately $3,000 per year, it would exceed the amount 
which most of them currently receive in welfare benefits. In fact, 
a Columbia University study found that almost 40 percent of all 
children on welfare could become self-sufficient if they received the 
support to which they are legally entitled. Mr. Chairman, with all 
the problems that we have in tiying to solve the welfare crisis, it 
certainly would behoove us to concentrate on enforcing child sup- 
port. If we could cut our welfare rolls by 40 percent, I think we all 
would welcome that opportunity. 

Thank you very much, sir. 

[Attachments to the prepared statement follow:] 
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*Ibe Asiodatko for Chidro for Erforccfflot of Soppori, lac. 


January 27. 1995 

Congreasman Michael Bilirakia 
2240 Rayburn House Office Building 
Washington. DC 2QSI5 

Dear Congressman Billrakis:- 

RCES appreciates your efforts to improve child support 
enforcement in the U.S. We support H.R. 104. Subsidy Termination 
for Overdue Payments Act (STOP). It is time that we stop 
rewarding those who fall to support their children. 

ACES believes H.R. 104 will encourage payment of child support 
while precluding the use of federal taxpayers' dollars to assist 
individuals who neglect their children. Provisions that require 
a 60*day delinquency and allow a '*good causa" exception make sure 
that the bill is fair to those who are truly attempting to meet 
child support obligations. 

There ace 23 million children who are owed $34 billion in unpaid 
child support in America. Nine out of ten children on welfare 
are entitled to support and do not receive payments. If these 
children received the average amount of child support/ about 
$3/000 per year/ it would be more than most currently receive in 
welfare benefits. A Columbia Onlversity study found that almost 
40% of those on welfare could become self-sufficient if support 
was paid by parents who have an ability to do so. 

- Passage of STOP will emphasise that payment of child support 
is a fundamental civic responsibility. 

*■ STOP will ensure that persons who fail to satisfy their most 
basic parental obligation are not rewarded for such action. 

Thank you for your efforts for children entitled to child 
support . 


Sincerely, 



Geraldine Jansen 
National President 


GJ : rg 
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The Honorable Michael Bilirakis 
United States House of Rqiresentacives 
2240 Rayburn House Office BuUding 
Washington, D C. 20515 

Dear Representative Bilirakis: 

The Children's Defense Fund appreciates your leadership in exploring ways to build 
on last session’s legislation restricting availabUity of tiinds under the Small Business Act for 
parents who are delinquent on child support. Your new proposal, the "Subsidy Termination 
for Overdue Payments Act of 1995/ expands this principle to other forms of federal 
financial assistance, and makes an important statement alx^ut how seriously govemmeni 
regards parents' responsibility to support their children. 

Child support refonn is critical. Our current child support system is failing our 
children. According to Census Bureau data, of (hose single mothers owed child support, 
only half get the full amount due; a quarter receive only partial payment; and a quarter 
receive nothing at all. The child support problem cuts across race and income lines, and 
plagues children in every community. 

As a nation, we have failed to send a message that paying your child support is a 
fundamental civic responsibility, and that failure to do so has serious consequences. Efforts 
such as yours to reinforce that message are extremely helpfhl. and pUy a useful role as part 
of a broader effort to refonn child support enforcement. We look forward to working wiflj 
your staff to fine-tune the proposal to ensure that it collects the maximum support possible 
for children while at the same time maximizing the abiliQ' of non-custodial parents to 
generate income that can be used for child support and preserving subsistence benefits 
forvery poor non-custodial parents and other dependents. We especially appreciate your 
ongoing commitment to this issue, and congratulare your for your continuing concern. 



Senior Staff Attorney 
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Mr. English. Thank you, Mr. Bilirakis. 

The Chair recognizes the gentlelady from New York, Ms. 
Velazquez. 

STATEMENT OF HON. NYDIA M. VELAZQUEZ, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NEW YORK 

Ms. Velazquez. Thank you, Mr. Chairman. Good afternoon. I 
would like to thank the Chairman for convening this hearing, and 

1 ask unanimous consent that the entirety of my testimony be 
placed in the record to be followed by a report by the Tufts Univer- 
sity Center on Hunger, Poverty and Nutrition Policy. 

Mr. English. Those materials will be included. 

Ms. Velazquez. Thank you. 

[The report had not been received by the time of printing.] 

Ms. Velazquez. Mr. Chairman, I want to make it clear that local 
and national evidence demonstrates that neither current welfare 
programs nor many of the proposed solutions will solve the problem 
of poverty or increasing welfare rolls. New York’s experience with 
the BEGIN Program and Tufts University’s comprehensive study 
on poverty demonstrate that we have wasted too much time looking 
for character flaws in poor people as opposed to flaws in our eco- 
nomic policy. It is not that welfare recipients are lazy, irrespon- 
sible. 

In fact, 70 percent of new AFDC recipients leave the rolls within 

2 years, and most AFDC recipients are children, 67.7 percent. Re- 
cipients who are adults only account for 32.3 percent. 

In 1988, New York City implemented the Begin Employment 
Gain Independence Now Program. BEGIN, run by the New York 
City Department of Social Services and the Human Resources Ad- 
ministration, provides education and training for welfare recipients 
and helps them get child care and other benefits as they move from 
welfare to work. BEGIN is required to enroll 50 percent of New 
York’s welfEire recipients. 

To date, BEGIN has met its participation requirement and will 
receive $157 million for fiscal year 1995. Well, if BEGIN has met 
its requirement, the program must be a success, right? Not exactly. 
The more importemt information lies in the outcomes. 

The question must be asked how successful is BEGIN at moving 
people from welfare to work? It is this question that prompted the 
New York City Council to act. The New York City Council’s Fi- 
nance Division conducted a study of a random sample of 927 adults 
who were on AFDC in 1991. Half of the sample participated in 
BEGIN and half did not. 

The study found that for the sample as a whole BEGIN did not 
significantly increase a participant’s chances of leaving AFDC 
when compared to a nonparticipant; 19 percent of BEGIN partici- 
pants left the AFDC rolls after 2 years, while 13 percent of 
nonpEirticipants left the rolls, hardly remarkable results. 

'The New York City Council concluded, and I agree, that the pro- 
gram model is faulty. Training programs assume there is some- 
thing wrong with the supply side of the labor market. Evidence 
from history shows that welfare dependency is an unemployment 
problem which must be addressed through job creation and eco- 
nomic development. This is supported by the fact that women cycle 
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on and off welfare because they cannot find jobs with adequate 
wages and health care. 

A recent study by the Tufts University Center on Hunger, Pov- 
erty and Nutrition PoUcy provides national data to support the 
findings of the New York City Council. Tufts concluded that the 
prevailing vosdom about welfare is wrong. There is virtually no 
causal link between welfare and single-parent families. 

Tufts researchers found that contrary to popular opinion, welfare 
benefits have been decreasing while single-parent families and out- 
of-wedlock births have been increasing. Moreover, they have found 
that other nations provide more welfare benefits but have lower 
rates of out-of-wedlock births and single-parent families than the 
United States. 

The Tufts study also reveals that single-parent families are not 
the primary cause of poverty but rather a number of factors con- 
tribute to poverty. They include the decline in the number of well- 
paying jobs and the structure of the economy which has made it 
difficifit for both married and single parents to maintain or im- 
prove their economic status. Beyond explaining why existing anti- 
poverty programs are not working, we can also infer from the Tufts 
study that many of the current proposals to reform welfare are 
misguided and simply will not work, proposals like the Personal 
Responsibility Act, which will change food programs to block grants 
and eliminate aid for millions of single mothers, are a prescription 
for disaster. 

To do this we run the risk of drastically increasing the number 
of hung^ and homeless families. For example, if the Personal Re- 
sponsibility Act were enacted today, about 349,000 New York chil- 
dren would be denied benefits. 

What is the answer to the problem of poverty? The answer is job 
creation and investment in our infrastructure. We must then edu- 
cate and train people for the jobs. The Progressive Caucus, of 
which I am a member, has a plan to change this idea into reality. 

The major part of the strategy is the Job Creation and Invest- 
ment in America Act. We will inject $130 billion in the economy to 
create at least 1 million new jobs a year by improving our irSra- 
structure. The bill is paid for by closing corporate tax loopholes and 
increasing taxes on the wealthiest Americans. 

The other part of the strategy is to cheinge the welfare system 
from one of despair to one of hope by educating and training poor 
residents for the jobs which will be created from our job creation 
bill. The plan will ensure that no family goes hungry, increase the 
minimum wage, expand the earned income tax credit, and improve 
our Nation’s child support collection efforts. 

I strongly urge my colleagues to join us as we work to find real 
solutions to the problem of poverty. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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WAYS AMD NXANS SUBCOMKITVBB OH BOIIAM KBSODACB8 
TBSTIMONT BY CONOBBSSWOltAM NYDIA VELASQDBZ 
JAMDAKY 30, 1995 

Good afternoon. I would like to thank the Chairman for 
convening this Important hearing and ask uhanlmous consent to 
have a report by the Tufts University Center on Hunger, Poverty 
and Nutrition Policy entered into the record immediately 
following my testimoi^. 

Mr. Chairman, I want to make it clear that local and 
national evidence demonstrates that neither current welfare 
progreuis nor many of the proposed solutions will solve the 
problem of poverty or increasing welfare rolls. We have wasted 
precious time looking for character flaws as opposed to flaws in 
our country's economic policy. The evidence is not there to 
support many of the current assumptions about families on 
welfare, and I would like to Illustrate that point by giving you 
a brief overview of New York's experience with implementation of 
the 1988 Family Support Act and evidence from a Tufts University 
dispelling the myths about the causes of poverty. 

In 1988 New York State developed its own plan for welfare 
reform in response to the Family Support Act. This plan was the 
Job Opportunities and Basic Service I,aw, which required each 
county to make available all of the mandatory and optional JOBs 
components. New York City's implementation of state and federal 
obligations was the Begin Employment Gain Independence Now 
(BEGIN) program. 

The BEGIN program, coordinated by the Department of Social 
Services and the Human Resources Administration, offers a variety 
of training and educational programs, helps the clients get child 
care and provides transitional benefits as the client moves from 
welfare to work. BEGIN was required to enroll 15 percent of New 
York City's welfare population. To date, BEGIN has met its 
participation goals and will receive $157 million Fiscal Year 


1995. 
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At this point one could ask, what is the problem? The 
program sounds like a success, at least in meeting its 
participation rate. The problem lies in the outcomes and in the 
fact until now, there has been no study of the program's success 
in moving people from welfare to work. This prompted the Finance 
Division of the New York City council to act. 

The study utilized a random sample of 927 adults who were on 
AFDC in the fall of 1991. About half of the sample participated 
in BEGIN and half did not. The study compared age, race, gender, 
primary language spoken, number of children, age of youngest 
child and presence of an additional adult in the household. The 
study found that for the sample as a whole, BEGIN did not 
significantly increase a participant's chances of leaving AFDC 
when compared to a non-participant. 19 percent of BEGIN 
participants left the AFDC rolls after two years, and 13 percent 
of non-participants left the rolls — hardly remarkable results. 
The study also revealed the BEGIN program was most effective with 
older clients in general, younger clients with access to day 
care, and households with an additional adult in the household. 

The New York City Council concluded that the problem with 
BEGIN was not the program but the model on which the program is 
based. It found that training programs assume something is wrong 
with the supply side of the labor market as opposed to the demand 
side of the market. The Council also reported that, in looking 
at other training programs around the country, the results are 
the same. Welfare dependency must be seen as an employment 
problem, which is effectively addressed by job creation and 
economic development. 

Even beyond the problems with the program model, there are 
equity problems with the provision of the services. For example, 
the Puerto Rican Legal Defense and Education Fund has filed a 
class action lawsuit against the New York City and State Social 
Services Departments for discrimination against Latinas in 
welfare programs. The lawsuit arose from the failure of the New ^ 
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York City JOBS program to provide literacy classes to Spanish- 
speaXing Latinas who cannot read or write. Latinas in the 
program were routinely sent to short, part-time "English as a 
Second Language" classes which teach some basic language skills 
then forces them to look for a job. By contrast, English 
speaking welfare recipients are offered literacy, high school 
classes, and an array of vocational classes to prepare them for 
the workforce. 

The findings of the New York City Council and anecdotal 
evidence from program participants themselves mirror those in 
areas around the country and support my contention that current 
programs and ideas are not working to change the lives of the 
majority of the poor. 

To further illustrate, we must examine some facts about the 
poor population on a national scale. 

Tufts University Center on Hunger, Poverty and Nutrition 
Policy recently released a study on the connection between 
single-parent families and welfare and current causes of poverty 
in general. The Tufts University Center concluded that "the 
'prevailing wisdom' about welfare is wrong. There is virtually 
no causal link between welfare and single-parent families." 

Let's look at some of the empirical evidence. 

Welfare benefits have been decreasing while single-parent 
faaillee and out-of-vedlock births have been increasing* From 
1970 to 1990, the average monthly AFDC benefit per family, when 
adjusted for inflation, fell by 36 percent. During the same 
period, the number of female-headed households increased from six 
million to over 11 million and the out-of-wedlock birth rate 
increased from 26 to 43 per 1,000 live births. Moreover, other 
nations provide more welfare benefits, but have lower rates of 
out-of-wedlock births and single parent families than the U.S. 
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Singl* parent fanlliaa are not a primary oauaa of tbe growth 
of poverty. A 1993 Census Bureau study showed that the Increase 
in poverty between 1969 and 1988 was due mainly to changes in 
labor markets and the structure of the economy, which made it 
difficult for both married and single parents to maintain or 
improve their economic status. 

What are some of these changes? Tufts reports that from 
1975 to 1990 the proportion of the labor force employed in goods- 
producing industries (historically higher-paying) fell about 23 
percent. The service sector has been the primary area of job 
growth, with employment in service-producing industries (usually 
lower paying) up nearly seven percent, from 70.5 to 77.2. 

Other changes include the uneven distribution of household 
income as a central factor in the growth of poverty. According 
to a 1994 Economic Report of the President, from 1977 to 1990, 
the share of the nation's income received by the richest five 
percent of Americans increased nearly 25 percent, from 18.6 to 
24,5 percent. The share of Income received by the poorest 20 
percent of Americans fell by nearly 25 percent, from 5.7 to 4.3 
percent. 

Beyond explaining why existing anti-poverty programs are not 
working, what else can we learn from the data? I would argue 
that from this data we can see that many of the current proposals 
to reform welfare have no chance to solve the problems of the 
welfare population. Proposals such as letting states pay for 
AFDC in exchange for federal responsibility for Medicaid, 
changing food programs to block grants, cutting aid to young 
mothers and eliminating aid for mothers on welfare who give birth 
are a prescription for disaster. To do this, we run the risk of 
drastically increasing the number of hungry and homeless 
families. For example, if the Personal Responsibility Act were 
enacted today, about 349,000 New York children will be denied 
AFDC benefits. 
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What are we to do? To rescue families from the crushing 
burden of poverty, we must move beyond the hatemongering to 
creating jobs by investing in our infrastructure. We must then 
educate and train people for those particular jobs and change our 
severely regressive tax system into a more progressive one. The 
Progressive Caucus has plan to change these ideas into working 
realities for the American people. 

The Progressive Caucus plan for tackling the problem of 
poverty in this country will be to create jobs by investing in 
America. The Job Creation and Investment in America Act, which 
authorizes $130 billion in investment in the U.S., will create at 
least one million new jobs each year, upgrade our infrastructure, 
and pay for the jobs by closing corporate tax loopholes and 
increasing taxes on the wealthiest Americans. These jobs will be 
family-sustaining jobs, not jobs at the current minimum wage. 

The bill will also establish a national commission to encourage 
social investment of billions of pension funds to meet domestic 
needs in America. 

The second part of the strategy is a bill to change the 
welfare system. The Progressive Caucus bill will provide quality 
education and training that is tied to jobs that pay a livable 
wage and provide child care and health care. It will ensure that 
no family goes hungry. The bill will increase the minimum wage, 
expand the Earned Income Tax Credit, and improve our nation's 
child support collection efforts. 

The efforts I delineated above are the most appropriate 
responses to the problems facing our nation's poor. I challenge 
my colleagues to join the Progressive Caucus in the fight to 
enact our plan and to beat back those forces which would mislead 
the American people through inflammatory rhetoric about the 
"character" of the poor population. We must examine the facts 
and let the evidence guide the development of solutions. Again, 

I would like to thank the Chair for convening this hearing and 
for the opportunity to testify. 
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Mr. English. I thank the gentlelady for her testimony. 

The Chair recognizes Hon. Karen Thurman, Member from Flor- 
ida. 

STATEMENT OF HON. KAREN L. THURMAN, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF FLORIDA 

Mrs. Thurman. Thank you. 

I would like to reiterate that we do appreciate the fact that you 
are spending your day listening to testimony and hopefully it will 
help us have a better understanding of the issues that we are faced 
with in this Congress. It is a pleasure to have this opportunity to 
share with the Ways and Means Committee accomplishments that 
have been made in moving people off welfare and into work. 

It is obvious that reform is possible only through a partnership 
with the States. I would like to share with you the bold path that 
my State of Florida has struck out on to implement the Family 
Transition Program. This program is a federally approved dem- 
onstration of a time-limited welfare system. 

The Family Transition Program gives us an opportunity to un- 
derstand the issues confronting welfare families and the ability of 
existing JOBS Programs to help a substantial number of families 
stuck in the vicious cycle of welfare to achieve self-sufficiency. The 
purpose of the Family Transition Program is to provide short-term 
comprehensive services concentrated on moving participants from 
dependence on society, through independent self-sufficiency, and 
then opportunity to contribute to society. The program assists peo- 
ple in a number of important ways in the transition to independ- 
ence. 

As a part of the national move toward welfare reform, there are 
currently two counties in Florida participating in a study of time- 
limited benefits. Alachua County, which is an area that I rep- 
resent, was selected as a voluntary model, and Escambia County 
was selected as the mandatory model. The only difference between 
the two is that those people in the voluntary model have up to 12 
months to decide if they want to participate. 

The Family Transition Program officially opened its doors on 
May 20, 1994, During the first year of operation, 27 percent of 
those eligible volunteered for the program. However, in the last 
months more than 50 percent of those eligible have signed up. 

Those enrolled in the program are eligible to receive erdianced 
program benefits and services in exchange for time-limited welfare 
benefits. Some of the enhanced benefits include family centered 
case management, increased earned income disregards, increased 
asset limits, transitional Medicaid with reduced reporting require- 
ments, transitional child care for up to 2 years, and additional 
training for up to 2 years. 

Recipients are limited to 24 months of assistance in any 60- 
month period. In order to ensure convenient and efficient one-stop 
shopping, the one team concept was developed in the Alachua 
County model. The core of each team consists of three primary 
staff, an eligibility specialist, an employment and training special- 
ist, and a case manager. 

So far, the results of the program have been very promising. 
Three out of every four jobs placed have been in the private sector. 
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which is higher than the percentage in the general population. The 
basic principle of the program is the tradeoff between expanded 
benefits with intensive job training and time-limited eligibility. 
After 24 months benefits end. 

Our experience in Alachua County has demonstrated within a 
very short timeframe that to achieve truly successful welfare re- 
form, three things are vital: People need individualized intensive 
services to address the various barriers that prevent self- 
sufficiency. In addition to the obvious services such as education, 
training, and child care, we need to recognize and address the fac- 
tors such as low self-esteem, low confidence, and weak support 
mechanisms played in preventing people from succeeding, and fi- 
nally it must be recognized that there are no quick fix solutions. 

It will take a comprehensive effort addressing fundamental is- 
sues of the welfare system, not just time limiting benefits. We must 
recognize that what works in an urban setting also must be totally 
inappropriate or could be inappropriate in rural areas, whatever 
changes we ultimately make, we must take these differences into 
account. 

I want to thank the Committee for giving me this time. I know 
the program in Alachua County will be useful in helping to evalu- 
ate time-limited assistance programs. The working program offers 
a real opportunity to determine whether time-limited benefits in 
conjunction with intensive training and placement assistance will 
allow us to finally help people break the cycle of dependence. 

Thank you. 

[The prepared statement follows:) 
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STATEMKMT OF CONGRESSWOMAN KAREN TEOSMAN 
BEFORE THE WAYS AND MEANS COMMITTEE 
WELFARE REFORM 
JANUARY 30, 1995 


Thank you. It is a pleasure to have this opportunity to share 
with the Ways and Means Committee accomplishments that have been 
made in moving people off welfare and into work. 

The American people want a welfare system which provides a 
hand up, not a hand out. They do not believe we should continue a 
system which provides an endless entitlement to income assistance 
without requiring any responsibility on the part of the recipient. 
However, they also believe that we should provide individuals with 
the assistance necessary to break the cycle of poverty and to 
ensure that welfare recipients are better off by working than by 
remaining on welfare. 

Simply terminating benefits without providing assistance to 
help Individuals enter and remain in the workplace will result in 
an increased burden on local governments. However, the endless 
cycle must end. Tough measures to force individuals off the 
welfare rolls after a reasonable period of time are critical in 
ending the culture of welfare. 

It is obvious that reform is possible only through a 
partnership with the States. I would like to share with you the 
bold path that my State of Florida has struck out on, to implement 
the Family Trauiaicion Program. This progrcun is a federally 
approved demonstration of a time-limited welfare system. 

The Fcunily Transition Program gives us an opportunity to 
understand the issues confronting welfare families, and the ability 
of existing JOBS programs to help a substantial number of families 
stuck in the vicious cycle of welfare to achieve self-sufficiency. 

The purpose of the Family Transition program is to provide 
short-term comprehensive services that are concentrated on moving 
participants from dependence on society through independence, self- 
sufficiency and the opportunity to contribute to society. The 
program assists people in a number of important ways in the 
transition to independence. 

As part of the national move toward welfare reform, there are 
currently two counties in Florida participating in a study of time 
limited benefits. Alachua county, which is in the District I 
represent, was selected as the voluntary model and Escambia was 
selected as the mandatory model. The only difference between the 
two is those in the voluntary model have up to 12 months to decide 
if they waoit to participate. 


The Family Transition Program officially opened its doors on 
May 20, 1994. During the first year of operation, 27% of those 
eligible volunteered for the program. However, in the last few 
months, more than 50% of those eligible have signed up. 

Those enrolled in the progrcun are eligible to receive enhanced 
prograun benefits and services in exchange for time limited welfare 
benefits. Some of the enhanced benefits include: Family centered 
case management; increased earned income disregards; increased 
asset limits; transitional Medicaid with reduced reporting 
requirements; transitional child care for up to 2 years; and 
additional training for up to 2 years. 

Recipients are limited to 24 months of assistance in any 60 
month period. 

In order to ensure convenient and efficient one-stop shopping, 
the tecuti concept was developed in the Alachua county model. The 
core of each team consists of three primary staff: an eligibility 
specialist, an employment and training specialist, and a case 
manager. 

So far, the results of the progr^^n have been very promising. 
Three out of every four jobs placed have been in the private 
sector, which is higher than the percentage in the general 
population. 
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The basic principle of the program is the tradeoff between 
expanded benefits with intensive job training and time limited 
eligibility. After 24 months, benefits end. 

This is a massive change in how we presently operate our 
welfare system. To really change welfare as we )cnow it, we must 
change both individuals and whole coinrnunities. We must ensure that 
communities understand their role in helping families make the 
critical transition to independence. 

People have to believe that they can be successful. The 
cultural image of welfare must change. The program needs to return 
to a transitional one that helps families over a crisis. It needs 
to be a means to move from a difficult situation into a self- 
supporting, stable position. It should be the goal of everyone to 
help people become self-sufficient in a fixed amount of time, 
hopefully two years. 

Our experience in Alachua County has d^onstrated, within a 
very short time frame, that to achieve true, successful welfare 
reform, three things are vital. 

People need individualized, intensive services to address the 
various barriers that prevent self-sufficiency. 


In addition to the obvious services, such as education, 
training and child care, we need to recognize and address factors 
such as low self esteem, low confidence, and weak support 
mechanisms play in preventing people from succeeding. 

Finally, it must be recognized that there are no quick-fix 
solutions. It will take a coo^rehensive effort, addressing 
fundamental issues of the welfare system, not just time limiting 
benefits. We also must recognize that what works in an urban 
setting might be totally inappropriate in rural areas. Whatever 
changes we ultimately make must take these differences into 
account . 

Also, I caution you, when considering proposals to turn 
welfare into a block grant program, to reject the urge to make 
Elderly Nutrition Programs part of the fonmila. Elderly nutrition 
should not be part of the welfare debate and including them in a 
massive block grant would be a monumental mistake. It would, in 
the cruelest way, pit one generation against ^mother in the fight 
for survival. 

I thank the committee for giving me this time. I know the 
program in Alachua County will be useful in helping to evaluate 
time limited assistance programs. This working program offers a 
real opportunity to determine whether time limited benefits, in 
conjunction with intensive training emd placement assistcuice, will 
allow us to finally help people break the cycle of dependence. 
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Mr. English. Thank you. 

The Chair thanks the gentlelady for her testimony, and we have 
an opportunity now for questions. 

Mr. McCrery will inquire. 

Mr. McCrery. Thank you, Mr. Chairman. We had on an earlier 
panel today the Governor of Florida who told us a little about the 
Family Transition Program, and we listened then with interest as 
we did to your testimony this afternoon. We appreciate all of you 
coming and sharing with us your thoughts about this very impor- 
tant topic. 

I think the bottom line with Governor Chiles was that we are 
pretty much on the same wavelength. This Committee, I think, is 
prepared to give to the States a great deal of flexibility to design 
welfare reform programs so that we will have a number of different 
models to look at across the Nation. I think that what we propose 
in the Contract With America legislation would give Florida and 
any other State the flexibility to put into effect what Florida has 
already done, and then we will see how it works, given a little ex- 
perience with those various programs. 

So I think that what you all have laid out today gives us some 
reinforcement for trusting the States to implement programs that 
are innovative, that are designed to help people off welfare, and 
eventually reduce the welfare rolls around the United States and 
reduce the cost of welfare in this country which I think most of us 
agree has become too great. 

So thank you all for your testimony. 

Mr. English. Thank you, Mr. McCrery. 

Mr. Levin will inquire. 

Mr. Levin. Thank you very much, and welcome. 

On the earlier panel there was a discussion of some of the sub- 
ject matters that you have brought up. 

Let me just ask briefly, for example, there has been some discus- 
sion about proposals to prohibit a cash payment for young mothers 
18 and under. The suggestion has been that that mandate prohibit- 
ing pa 3 Tnent would begin in the future, would not cover those who 
are already on welfare, and that that would amount to 4 to 5 per- 
cent of the people who come on welfare. The figures aren’t very 
clear. 

Congresswoman Velazquez, you touch on that in your testimony. 
We are really looking to find some common ground here and not 
just contention, but if you would, give us your reaction to the pro- 
posals, including the one in the Contract With America that would 
eliminate cash payments for young mothers where there is a child 
bom out of wedlock. Explain if you would, comment, give us your 
feelings on that. 

Ms. Velazquez. That would be to eliminate cash pa5Tnent and 
leaving the other provisions intact? 

Mr. Levin. Leaving, for example, food stamps in place and hous- 
ing benefits, but eliminating 

Ms. Velazquez. What is the logic behind eliminating cash pay- 
ments to single mothers? 

Mr. Levin. What is the reason given? 

Ms. Velazquez. Yes. 
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Mr. Levin. It is not my proposal, but the reason that is given is 
that it might diminish the number of births out of wedlock. 

Ms. Velazquez. As I mentioned in my testimony, we found that 
in other countries women and welfare recipients are receiving high- 
er welfare benefits, and they have a lower birth rate in terms of 
out-of-wedlock birth. I don’t think that one thing has any relation- 
ship to do with the fact that that will increase an attitude to have 
more teenage pregnancy in this country. 

Mr. Levin. It is going to be one of the major issues discussed be- 
fore the Subcommittee. I think also the testimony from the Gov- 
ernor of Florida this morning referred to the issue of the com 
prehensiveness of the efforts, and Congresswoman Thurman, your 
testimony really reinforces that, where you say there are no quick 
fix solutions, why do you say that? 

Mrs. Thurman. Well, I think that, Mr. Levin, we have to take 
into account the three things that I talked about, or what are es- 
sential in addressing these issues. The issue that we had to look 
at — individualized intensive services to address various problems — 
preventing self-sufficiency for example, the experience they found 
most positive was in the addition of services such as education, 
training, and child care, and recognizing and addressing factors 
such as low esteem, low confidence and weak support mechanisms. 
I think that one of the things they also found in talking with peo- 
ple is the importance of responsibility within our communities. 
There are no quick fixes to these problems. There are some prob- 
lems each one of these programs are going to have to deal with. 

Some we will be able to do very quickly because we may be able 
to move them from that dependency to independency. There are 
others that I believe are going to take a longer period of time, de- 
pending on what their situation is. 

Mr. Levin. Thank you. My time is up. 

Mr. Camp [presiding]. Thank you, and I want to thank the panel. 
There are no further questions. 

We will now move to panel six, Hon. Sheila Jackson-Lee of 
Texas, Hon. Toby Roth of Wisconsin, Hon. Bill Orton of Utah, Hon. 
Peter Blute of Massachusetts, and Hon. Howard Coble of North 
Carolina. 

I want to welcome the panel. We are ready to begin. 

Why don’t we start with Hon. Sheila Jackson-Lee. 

STATEMENT OF HON. SHEILA JACKSON-LEE, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Ms. Jackson-Lee. Thank you, Mr. Chairman. I would appreciate 
it if I could submit my remarks for the record. 

Mr. Camp. Yes, you may. 

Ms. Jackson-Lee. Thank you very much. 

[No prepared statement had been received at the time of print- 
ing.] 

Ms. Jackson-Lee. I do appreciate the opportunity, albeit I have 
to move very quickly, to discuss this very important issue on wel- 
fare reform because fixing a broken welfare system is one of the 
most significant challenges this Congress will face. While I am not 
a Member of this Committee, I am well aware of the fact that 
much of the final welfare reform package will be a result of this 
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Committee’s hard work, and, therefore, I am here today to tell you 
that I am eager to work with you and your colleagues in a biparti- 
san fashion as welfare reform proposals are crafted. 

I am a newly elected Member of Congress and, as such, I come 
to Washington with a background in city government. As a former 
council member and former vice chair of the National League of 
Cities Task Force on Federal Policy and Family Poverty, I am inti- 
mately familiar with the effects that Federal policies have on cities 
and States as they grapple with the problem of poverty. 

Let me just say to you that, on this task force that I chaired in 
1993, the early part of January, we had several principles. The 
principles are as follows: Work should be available; welfare is in 
fact a failure and should be fundamentally transformed; work 
should pay; working more should pay more; child care should be 
available; health care should be available; child support should be 
absolute; marriage should be rewarded and Federal policy should 
be assessed in terms of the effects on work and family, especially 
poor families. 

I am deeply concerned that sweeping budget and block grant pro- 
posals before the new Congress will have devastating long-term 
consequences for our children. As you know, Mr. Chairman, welfare 
reform is fundamentally a children’s issue since two-thirds of re- 
cipients are children, 70 percent in Texas. In my district alone, 
51,957 children are living in poverty with 35 percent of these chil- 
dren being under the age of 18 years. In fact, of all 435 districts, 
my district ranks 30th with respect to the number of poor children. 

I have a deep and abiding interest in welfare reform. Proposals 
that would convert welfare, AFDC, food stamps, SSI disability or 
other survival programs for children and families into block grants 
to States would strip these programs of their entitlement status 
and thereby strip State and local governments of their abilities to 
respond to the increasing need. 

In entitlement programs, more Federal money flows into cities 
through AFDC, food stamps, and SSI disability programs. This 
automatic influx of Federal dollars designed to meet the increased 
needs of communities would cease under the block grant format. It 
would certainly leave our cities. States, and counties responsible 
and vulnerable as caseloads increase. 

The Department of Health and Human Services have found that 
these proposals, if implemented today, would deny benefits to 5 
million children. Interestingly enough, while the Personal Respon- 
sibility Act suggests orphanages and foster homes as the solution 
to families that cannot care for their children, it does not provide 
adequate funding for these facilities. 

Under this act, of the 541,000 children who are currently receiv- 
ing AFDC benefits in Texas, 288,000 would be denied benefits and 
only 310 Federal orphanage slots would be funded. And so, as we 
look at the act, this would cause a decrease in funding of USDA 
food assistance in Texas by over $1 billion a year. And certainly, 
as we look at Texas, nearly 72 percent of AFDC families have only 
one or two children. It does not follow the line of thought that cut- 
ting off these benefits would decrease the number of children. 

The national average of families on AFDC with one or two chil- 
dren is even higher, approximately 73 percent. Others claim that 
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most poor people are not and that they choose not to be employed; 

I think otherwise. First of all, we find that many of our military 
personnel need AFDC or food stamp support. 

A majority of poor Americans, four out of five are children, elder- 
ly, ill or disabled or are individuals that are already working full 
time. More than 7 million Americans from all walks of life were out 
of work and actively looking for jobs at the end of 1994 and another 
4.8 million were working part time because they could not find full- 
time jobs. 

As a matter of fact, adults, particularly heads of households, do 
want to work. However, as in the children’s game of musical chairs, 
there are simply not enough seats for everyone. 

An effective welfare reform must include new investments for the 
creation of jobs. We must look at the expansion of the earned in- 
come tax credit that many of our families are not knowledgeable 
about. We must look for health care. We must look to determine 
whether we have child care that is needed when we find that 42 
percent of our families find that child care takes up a lot of their 
income in comparison to well-to-do families. 

It is important, Mr. Chairman, that we emphasize that families 
and children need to have dollars to continue to assist them. The 
Federal block grants may run out and children may be abused as 
well as neglected without these services. 

As I bring my remarks to a close, Mr. Chairman, let me add that 
genuine reform would be lifting poor children and their families out 
of poverty by creating real jobs for them, providing quality child 
care, good health care, education, training, and strengthening child 
support enforcement. We must t^e the tough, and sometimes cost- 
ly, and necessary steps to make the system work in the long term 
for poor families and for all Americans. 

Mr. Camp. Thank you very much. I should have mentioned that 
all your testimony, your written testimony will be made part of the 
record. 

Ms. Jackson-Lee. I appreciate that, Mr. Chairman, and I am 
open to questions. 

Mr. Camp. What I will do is we will take testimony from all of 
the witnesses and then I will open it up to questions, so if Hon. 
Bill Orton would like to proceed. 

STATEMENT OF HON. BILL ORTON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF UTAH 

Mr. Orton. Thank you very much, Mr. Chairman. I also have 
submitted to the Chair my written testimony. Let me just summa- 
rize. 

Obviously, as we look at welfare reform, I think we all realize 
that a one-size-fits-all approach is not going to work. Many States 
have been, and are continuing to operate demonstration programs. 
They are finding real solutions to the welfare reform issues which 
we are just beginning to talk about. 

My State is one of those with a demonstration program. They, for 
the last 2 years, have been operating the Single Parent Employ- 
ment Demonstration Program, which is based upon the creation of 
a self-sufficiency plan. Rather than the individual just receiving 
welfare benefits, food stamps and so on from the beginning day on 
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which they enter the office, they sit down with a caseworker who 
is not just following regulations, but is specifically helping that per- 
son to identify what needs to be done to become self-sufficient, to 
get a job. 

It includes any variety of training. It tries to coordinate Federal 
job training and State job training plans, but oftentimes it is as 
simple as someone who does not even know how to find the job op- 
portunities that exist, or how to interview in jobs, prepare a re- 
sume, or dress for the interview. The Single Parent Employment 
Demonstration Program is designed to help those participants es- 
tablish a plan for themselves that gets them to self-svifficiency, and 
the program is working. 

Over the last 2 years, they have cut AFDC costs by over 33 per- 
cent in this plan at the Kearns site. This reduction was achieved 
not by putting people off the program, but by getting them into real 
jobs existing currently in the job market. The program does not 
create new jobs, public service jobs for them, but gets them into the 
job market. 

I introduced the Self-Sufficiency Act in the last session of Con- 
gress based on this program, and I am reintroducing it today in 
this Congress. It has been expanded to include some of the pro- 
grams in the Chairman’s State, Michigan. 

Our State had to get 44 waivers in order to put this program into 
place. Your State and others have been doing the same thing. This 
self-sufficiency plan is designed to allow States the flexibility to do 
what our States have been doing that has worked. It does give 
them guidelines. 

I am concerned also, by the way, with the basic block grant ap- 
proach. While I agree that States should have more flexibility and 
more responsibility, I am concerned that if we immediately take 
300-and-some-odd programs and consolidate them into a few block 
grants and just handout the money to the States, they are not in 
a position to even be able to administer those kinds of programs. 
And so whether we ultimately go to block granting or do not go to 
block granting, this type of a program ought to be implemented im- 
mediately to allow States the flexibility to do what works. 

I would be happy during question time to talk about specific pro- 
visions in this plan, about options the State has, and so forth, but 
the basic concept of this self-sufficiency plan is that it gives the 
State the flexibility and the responsibility and the authority to 
make decisions, but to work directly with each beneficiary to create 
their own self-sufficiency plan. If people refused to enter a self-suf- 
ficiency plan or refused to follow their self-sufficiency plan, they 
are phased out of welfare benefits. 

The States have an incentive in that they can retain a portion 
of the cost savings from AFDC grants as a result of these plans so 
that they can use that to expand their programs. It also provides 
for cost sharing for such things as child care benefits, which are so 
critical to people who are actually out getting a job rather than 
staying at home receiving welfare benefits. 

And so the whole focus of this is jobs and work. 
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It is preparing the people to be able to go out and get that job 
and then helping them actually get it. Then, very critically, it pro- 
vides for transitioning while participants have that job, helping 
them with health care and child care and so forth until they be- 
come totally self-sufficient under their self-sufficiency plan. This is 
something that works. We ought to make it available to all of the 
States. I thank you very much. 

[The prepared statement follows;] 
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STATEMENT of REP. BILL ORTON 
The Cotninillee on Ways and Means 
Subcommittee on Human Resources 
January 30, 1995 


MR. CHAIRMAN, Mr. Ford, tliank you for allowing me to testify before the 
subcommittee today regarding welfare refonn. 

I am pleased that Congress has committed to refonn the welfare system this session. 

1 also firmly believe that Congress should base the welfare debate on approaches to reform 
that have already proven successful. Congress would be foolish to impose a new one-size- 
fits-all structure on states rather than allowing stales to continue pursuing successful systems 
of reform. 

Many states are currently running welfare demonstration programs that address the 
unique challenges of poverty in their area. They have already grappled with many of the 
questions we are addressing today, and they have begun to find what works and what does 
not work. 

During the last session of Congress, I introduced The Self-Sufficiency Act. This bill 
was based upon the success of the Single Parent Employment Demonstration Program in 
Utah. Under this program, the AFDC caseload in the Kearns demonstration area decreased 
by 33% in just two years. The best part about that statistic is that the decrease in the 
number of participants was due to success in assisting people in finding jobs that exi.st in the 
labor market . 

Today, I am re-introducing the Self-Sufficiency Act, incorporating important changes 
that further expand state flexibility, and allow other slates to continue running, or newly 
construct, their own refonn efforts without the burden of federal red tape. 

Although slates choose to create unique welfare systems under this bill, Ihe common 
principle binding the self-sufficiency approach is work. Under this approach, participants 
must negotiate a self-sufficiency plan with an employment goal. Each individual begins 
working toward self-sufficiency immediately. In just ten years, all AFDC recipients in 
participating stales would be working toward self-sufficiency. 

The Self-Sufficiency Act outlines a common sense approach to welfare that provides 
assistance to participants who are working toward self-sufficiency, promotes work, and 
gradually phases out benefits to those who have chosen not to participate in a self-sufficiency 
plan. 


Tills is the only way I know to create a program based on work without getting the 
federal government into Ihe costly endeavor of guaranteeing iobs, or without cutting off 
much needed assistance to families playing by the rules. The simple fact is that we cannot 
always ensure that there will be a job available for everyone who wants one, but we can 
ensure that everyone receiving assistance is doing all they can to become self-sufficient. 

I know that there arc a wide array of approaches to welfare refonn being considered 
by this committee. Many of Ihe approaches that have received the most attention recently 
revolve around the concept of consolidating large numbers of federal social programs into 
state block grams. 

I favor the increase in stale flexibility that this kind of approach outlines. Ultimately, 
I support providing states with control over these programs. 

However. I also believe that transferring the management of these programs to stales 
should be a gradual process in order to provide slates with adequate time to prepare tor 
assuming the increased responsibilities created under the block grant approach. In my view, 
the Federal government should help facilitate slate action with technical and resource 
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assistance. My bill, The Self-Sufficiency Act, would help provide a transition for states to 
assume this control and responsibility by opening the doors to welfare refonn. 

I am also wary of the scale of the block grant proposal. Under this scenario, funding 
for a program such as Head Start, that has enjoyed wide bipartisan support and proven very 
effective in providing preschool education to disadvantaged children, would be lumped 
together with other less effective program funding for no apparent reason. 

I believe Congress should pursue thoughtful consolidation; consolidation of 
duplicative programs, elimination of ineffective programs, and impiovement of existing 
programs. We in Congress should take the same care in dismantling programs as we would 
if each of our own children benefitted from them. Unfortunately, lar^ scale reforms such as 
these take time to ensure that taxpayer dollars are being spent wisely. 

t believe that the Self-Sufficiency Act expands state options while maintaining 
accountability for federal tax dollars. The Single Parent Employment Demonstration Program 
that I mentioned earlier required 44 federal government waivers. Under the Self-Sufficiency 
Act, this welfare refonn model and others would be immediately available to the states. 

For me it is simple; we should create a system based on work. If a participant is 
doing everything they can to become self-sufficient, they continue to receive benefits. If they 
choose not to work toward self-sufficiency, their benefits are eliminated. Within this 
context, states should be free to create a system that reflects the needs of their populace. 

This type of approach is based on common sense, compassion, and responsibility. It also 
takes into account the lack of predictability of the economy. 

I am honored to have the opportunity to share my views on welfare reform. Thank 
you for your time, I will gladly answer any questions you have regarding the Self-Sufficiency 
Act. 
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Mr. Camp. Thank you very much. 

Hon. Peter Blute. 

STATEMENT OF HON, PETER BLUTE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 

Mr. Blute. Thank you veiy much, Mr. Chairman. 

Mr. Chairman, let me start with a reference to a popular — to 
popular culture which I beheve gets to the heart of what I am try- 
ing to do with this legislation. Many of you probably saw the movie 
“The Fugitive” starring Harrison Ford. In that movie you will recall 
that Harrison Ford’s character goes to his friend for money when 
he is running from the law. 

Now, there are a lot of things that were not believable in that 
movie, but if the director had written into the movie that Harrison 
Ford had not received the money from his friend to finance his 
flight but from the local welfare agency, the viewer truly would 
have been shocked. But last year, I came to find out that truth is 
indeed stranger than fiction because in the real world, fugitives do 
in fact go to the taxpayers to subsidize their life on the lam. This 
is because of bad Federal policy which must be updated. 

In 1994, I worked with the Ranking Member of this Subcommit- 
tee, Representative Rick Santorum, now Senator Santorum, and 
the Chairman to introduce H.R. 4657 which sought to cut off wel- 
fare for felons on the lam and facilitate information sharing be- 
tween law enforcement officials and social service agencies. This 
year, I have introduced the same legislation in the House as part 
of the effort to fight welfare abuse. Today I present it to the Sub- 
committee and request its inclusion in the Personal Responsibility 
Act. 

Providing criminals with taxpayer money is in itself criminal. 
H.R. 118, the Fugitive Felon Welfare Elimination Act would change 
all that. Simply put, the bill would do two things. First, it will de- 
fine fugitive felon and cut off benefits to those who fit the defini- 
tion. 

Second, it will force Federal agencies to share certain informa- 
tion when law enforcement agencies request, enabling them to bet- 
ter track down fugitives. 

I have with me today a letter from the Social Security Adminis- 
tration in Massachusetts, Sheila Hubbard who is the chairwoman 
of the parole board in my State. The letter demonstrates that the 
Social Sec\udty Administration was unable to provide information 
to the peirole board regeirding the whereabouts of a felon convicted 
for the crime of accessory after the fact of first degree murder. This 
is an example of the burden that law enforcement now faces be- 
cause it can’t get any help from Federal agencies who know where 
rnsmy fugitives live by nature of the fact that they send a check 
there every month. 

This bill, H.R. 118, would end that scenario by requiring the so- 
cial service agencies that administer SSI, food stamps, housing al- 
lowances, Medicaid, and AFDC to turn off the spigot of free money 
if an individual is a fugitive felon. 

Under the current law, a person is eligible for welfare benefits 
until he or she is incarcerated. After bed^ released, he or she is 
eligible again and the benefits cannot be turned off if the person 
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has violated parole or probation. The result is a situation where 
the taxpayers are often financing criminal activity. 

Mr. Chairman, I will submit the remainder of my statement for 
the record, in the interest of time. I know you have other wit- 
nesses, but I would ask that this important piece of legislation that 
would enhance our ability to crack down on welfare fraud, to bring 
to justice those who are now fugitives, be included in the Personal 
Responsibility Act. 

Thank you, Mr. Chairman. 

[The prepared statement follows;] 
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Testimony of Congressmati Peter Blute 
Subcommittee on Human 'S^sources 
January 30, 199S 


Thank you Mr. Chairman. Let me start with a reference to popular 
culture which I believe gets to the heart of what I am trying to do 
with this legislation. Many of you probably saw the movie "The 
Fugitive", starring Harrison Ford. In that movie, you'll recall 
that Harrison Ford's character goes to his friend for money when he 
is running from the law. Now there were a lot of things that were 
not believable in the movie- -the several hundred foot leap from the 
top of a dam which Harrison Ford survives comes to mind. But if the 
director had written into the movie that Harrison Ford had not 
received money from his friend to finance his flight, but from the 
local welfare agency, the viewer truly would have been shocked. 

But last year I came to find out that truth is indeed stranger than 
fiction. Because in the real world, fugitives do in fact go to the 
taxpayers to subsidize their life on the lam. This is because of 
bad federal policy which must be updated. 

In 1994, I worked with the Ranking Member of this Subcommittee, Rick 
Santorum to introduce H.R. 4657 which sought to cut off welfare for 
felons on the lam and facilitate information sharing between law 
enforcement officials and social service agencies. This year I have 
introduced the same legislation in the House as part of the effort 
to fight welfare abuse. Today, I present it to the Subcommittee and 
request its inclusion in the "Personal Responsibility Act" . 

Providing criminals with taxpayer money is in itself criminal. H.R. 
118, the "Fugitive Felon Welfare Elimination Act" would change all 
that. Simply put, my bill would do two things. First, it will 
define "fugitive felon" and cut off benefits to those who fit the 
definition. Secondly, it will force federal agencies to share 
certain information with law enforcement agencies who request it, 
enabling them to better track down fugitives. 

I have with me today a letter from the Social Security 
Administration in Massachusetts to Sheila Hubbard who is Chairwoman 
of the Parole Board in my state, which I will submit for the record. 
The letter demonstrates the Social Security Administration's 
inability to provide information to the Parole Board regarding the 
whereabouts of a felon convicted for the crime of "Accessory after 
the fact of 1st Degree Murder". This is an example of how the 
burden that law enforcement now faces because it can't get any help 
from federal agencies who know where many fugitives live by nature 
of the fact that they send a check there every month. 

My bill, H.R. 118 would end that scenario by requiring the social 
service agencies that administer SSI, Food Stamps, Housing 
allowances, Medicaid and AFDC to turn off the spigot of free money 
if an individual is a fugitive felon. 

Under current law, a person is eligible for welfare benefits until 
he or she is incarcerated. After being released he or she is 
eligible again and the benefits cannot be turned off if the person 
has violated parole or probation. The result is a situation where 
the taxpayers are often financing criminal activity. 

The problem is the result of unclear language in Federal law. This 
legislation would rectify that problem by defining a "fugitive 
felon" as an individual who is fleeing to avoid prosecution, custody 
or confinement after conviction; or an individual violating a 
condition of probation or parole. Anyone falling under this 
definition will not be eligible for Federal welfare benefits. 
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You may ask if this is a large enough problem to warrant federal 
action. As an example let me eight Cuyahoga County, Ohio where 
local police offered part of the winnings from a class action suit 
to a list of felons they considered fugitives. Of the criminals 
that responded, 30% were collecting welfare . In the nation as a 
whole, there are about 357,000 fugitive warrants on file at the 
National Crime Information Center at any one time. So, if 30% of 
this total is collecting an average welfare benefit package of $300 
monthly, it means the taxpayers could be shelling out almost $400 
million annually. 

Two other aspects of this legislation I would like to speak to 
briefly include provisions that define "temporarily absent" , and 
require social service agencies to share information with the 
Immigration and Naturalization Service. 

Current law allows the parent of a child temporarily away from the 
home to continue to receive the welfare benefits for that child. 

This means that if a child has been sent to a youth detention center 
for a period of time, the taxpayers are paying twice for that child. 
They pay for the care of that child as well as the continuing 
payments to the parent. H.R. 118 would amend the Social Security 
Act by defining "temporarily absent” as being absent from the home 
for a period of at least 45 consecutive days . However, the States 
have the option of adjusting this to between 30 and 90. 

In addition, H.R. 118 would correct a problem resulting from 
loopholes in the law protecting the privacy of individuals. Often, 
illegal aliens arrive in this country and apply for welfare using 
fraudulent documents. Once the benefits are turned on, social 
service agencies will not share information on those individuals 
even though they are known to be in this country illegally. 
Therefore, illegal aliens can flaunt the system knowing that the 
address where they receive their checks will not be disclosed to the 
INS. My legislation would change that by requiring that social 
service agencies furnish the INS with the names and addresses of 
anyone they know is an illegal alien. 

We have got to stop making crime pay and H.R. 118 would take us a 
step closer to a smaller, cheaper welfare system that benefits those 
who really need it. This legislation has been endorsed by the 
National Association of Chiefs of Police and the Fraternal Order of 
Police. In addition, the American Civil Liberties Union has 
thoroughly reviewed it and does not consider it an intrusion on 
individuals' privacy. 


Thank you for allowing me to testify here today. I hope you will 
decide to include H.R. 118 as part of the welfare overhaul we will 
deliver to the American people. 
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Mr. Camp. Thank you very much. 

Hon. Howard Coble. 

STATEMENT OF HON. HOWARD COBLE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 

Mr. Coble. Mr. Chairman, I thank you and Members of the Sub- 
committee. I am pleased to be before you this afternoon to testify 
regarding welfare reform, specifically the need to further improve 
the matter of paternity establishment. 

The advantages of establishing paternity are obvious. We need 
fathers to take responsibilities for their children bom out of wed- 
lock. Families who receive child support are much less likely to live 
in poverty or to require AFDC benefits than those who do not. Pa- 
ternity establishment is the essential first step in getting the court 
to award child support. 

The Personal Responsibility Act recognizes that real welfare re- 
form demands a more effective partnership between the Federal 
Government and the States to establish paternity for children who 
are indeed born out of wedlock. H.R. 4 would increase a State’s pa- 
ternity establishment and performance standard from 75 to 90 per- 
cent depending upon what sort of track record they have had. The 
measure would also require mothers applying for welfare to estab- 
lish paternity or forfeit AFDC benefits. Furthermore, the bill rec- 
ommends that States establish earlier or prior methods for identi- 
fying the father. 

I would like to recommend, Mr. Chairman, and Members, five 
additional items to improve the legislative goal of increasing State 
paternity establishment performance. First, require each State to 
exercise due diligence in establishing paternity prior to denying 
welfare benefits to a dependent child. 

While there are provisions in this bill that promote paternity es- 
tablishment, the current draft of the bill under section 101 may in- 
advertently create an incentive for poor paternity establishment 
performance. Under this provision, States could avoid paying their 
portion of the child’s AFDC grant in those cases where paternity 
is not established. 

Examples of State due diligence at establishing paternity would 
include the following: Every State should be required to inform 
both the mother and the alleged fathers that aid will be denied to 
the child if paternity is not established. Furthermore, each State 
would be required to inform both mother and the alleged fathers 
of the availability of genetic testing. Upon a sworn statement of a 
party claiming the requisite sexual contact in a contested paternity 
case, the appropriate official should issue either an administrative 
or a court order to require genetic testing unless the State makes 
a determination that issuance of such an order would be unreason- 
able. 

Finally, every alleged father should be apprised of his right to 
voluntary acknowledgment of paternity by signing an affidavit. A 
further explanation of this proposal is contained, Mr. Chairman, in 
the longer version of the testimony that I will submit for insertion 
into the record. 

Second, I would like to recommend that the State agencies be 
given the authority without necessity of obtaining an order from 
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any other judicial or administrative tribunal, but subject, of course, 
to due process safeguards, to order genetic testing for the purpose 
of paternity establishment and to collect costs for such a test from 
the affected parties. Most State agencies have to go through the ju- 
dicial process twice for court orders: First, for genetic testing, and 
subsequently for payment of such tests. This proposal should lead 
to administrative savings. 

Third, States should contact for paternity testing only with lab- 
oratories that are accredited by the American Association of Blood 
Banks or an equivalent national accrediting body. Given that the 
results of genetic testing can establish or exclude an alleged fa- 
ther’s responsibility to a child, it is imperative that laboratories 
which engage in paternity testing be held to this high standard of 
quality. 

Presently there are laboratories performing paternity testing 
under State contracts that do not meet present day accreditation 
standards. The American Association of Blood Banks endorses the 
proposal. 

Fourth, the child support enforcement agencies should adopt a 
standardized format for the reporting of paternity testing to the 
courts. Under the present system, I am advised that paternity test- 
ing labs may be required to format their reports based upon indi- 
vidual preferences of State court judges. Uniformity in this matter 
would reduce unnecessary increased cost of testing. 

Fifth, incentive payments from the Federal Government under 
42 U.S.C. 658 should be earmarked back to the State child support 
enforcement proCTams in lieu of the general State treasuiy ac- 
counts. This would give State agencies a greater incentive to reach 
paternity establishment targets. 

Finally, Mr. Chairman, the Human Identity Testing Association, 
an organization that represents most of the companies that are in- 
volved in DNA testing in the United States, supports these five 
proposals. 

I know that in the coming weeks you all on the Subcommittee 
will be considering alternative proposals for the welfare crisis. I be- 
lieve that these ideas that I have shared with you today are impor- 
tant additions to your reform efforts. 

I thank you, Mr. Chairman, and Members of the Subcommittee. 

[The prepared statement follows:] 
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smiCHE^rr of ohe: hmjrmslz hohard coble 

0CNC3^ESE»1AN FCR NCRIH CAROLINA OISlRICr) 

Suixcnmlttee cn HLSoan Resouroes 
House Vlays and Means Cannittee 
January 30, 1995 

Good aftemocn, Chaiznan Shaw and laesnbezB of the Subocmnittee. I an 
pleased to haive this opportunity to testify about welfare refonn ^ especially 
the need to iitprove patemi^ identification procedures. 

As all of us are aware, the percentage of children bozn out'-of^-wedlock 
ccntinues to increase. Presently, nore than 30% of births in the Uhited 
States occur outside of marriage. In 1991, over 1.2 million cdiildren were 
bom to unrwrried mothers — an 82% increase since 1980. 

Oongress created the Child &3ppcrt Enforcement Program through eractroent 
of Title IV-D of the Social Security Act of 1975. This law provides federal 
matching funds to enforce the support obligations owed by a ncncustodial 
parent to his children and the owtndial parent. Title IV-D also assists 
local officials in their efforts to locate aibsent parents and establish 
paternity. 

under the IV-D program in fiscal year 1993, paternity was not 
established in 55% of the births to unmarried wooen. Only tuo states met the 
federal paternity establishment performance standard of 75%; 13 states were 
below 40%. Host irportantly, paternity establishment is lacddng in 3.4 
million cases under this program. 

The advantages of establishing paternity eure great. We need fathers to 
take re^xKisibility for their children bom out-^-wedlock. Families who 
receive child su p p or t are irtKh less likely to live in poverty or to ret^iire 
AFDC benefits than those vtho do nort. Paternity establishment is the essential 
first step in getting a court to award child support. In addition, 
establishing paternity can provide social, psychologic^, and enoticnal 
benefits to a child. 

Rirsuant to Title IV*D, Oongre ss requires states to create child support 
enfaroonent agencies and to provide patemity establidiment servicses. The 
Child Support Enfarcesient Amendments of 1984 also requires states to defer 
paternity identificsiticn until a child's iBth birthday. Further, the Fandly 
Si^Dport Act of 1989 cxvitains several previsions to inpreve state patemity 
establishment performance, including the developnent of a patemity 
perfcnmance standard, time frames fear case processing, federal funding for 
genetic testing, and a mandate that states ocmpel pEurties in cxntested cases 
to submit to genetic testing. 

Most recently, under the Cnnibus Budget Beocnciliaticn Act of 1993 
(OBRA93) , states are required to: develop taepedifari processes for 
establishing patemity in cxntested cases; si^lity the civil process for 
voluntary acdcnowledgment of paternity; emd give full fedth and credit to the 
determinations of patemity made by other states. OEatA93 created an even more 
stringent patemity establishment performance standard for states. 

Partly as a result of these federal efforts, the number of paternities 
established- .each year by the IV-D progr a m has inezeased substantially, fren 
about 270,000 in fisced year 1987 to more them 554,000 in fiscal year 1993 — 
an increase of 100% in just six years. But there is no questicsn that we can 
— and nust — do better. 

The Personal Respcxisibility Act recognizes that real welfare reform 
demands a more effective and producti\^ partnership betweem the federal 
gevemment and states to establish patemity for children who are bom 
out-of-wedlcx^. The bill would require states to establii^ patemity for 90% 
of their welfare coses. States that fall to meet this standard rust increase 
their patemity establishment rates by six or 10 percent, depending cm their 
patemity establishment performance frem the proceeding year. The bill wculd 
also reejuire methers applying for welfare to establish patemity or forfeit 
AFDC benefits. 

I Should note, however, that these patemity establishment standards do 
not constitute an unfunded mandate, because meeting these standards is not 
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nandatccy. instead, federal penalties act as an InosTtive for states to 
ispros/e their paternity establishment perfomanoe. 

I would like to recamerd to this subccniaittee five additional itans to 
IsprtTve the legislative goal of increasing state paternity establishment 
perfomanoe. First, require each state to exercise "due diligence" in 
establishing paternity before denying %ielfare benefits to a dependent child. 
Vlhile there are provisions in this bill that prcnote paternity establishment, 
the curr e nt draft, under Section 101, inadvertently creates an ijtcmtive for 
poor paternity establishment performance, under this provision, states can 
avoid paying their portion of the child*s AFDC grant in those cases vAiich 
paternity is not established. 

let me provide an exanple. In 1993 (the most recent year for vhich data 
are available) , there were a handful of states that established paternity in 
less than 10% of the aut~of'^^edlock birti^. If these states are permitted to 
deny benefits to out-of-wedlock children whose paternity is not established, a 
substantied number of out-of-wedlock children bom in these states would be 
denied benefits. These states would have no inc&Ytive to establish paternity, 
since increasing paternity would also increeise their financicd obligation 
under AFDC. 

Bxanples of state "due diligence" in establishing paternity would 
include the following: Every state should inform both the mother and the 
alleged father(s) that aid will be denied to the child if paternity is not 
established. In additicn, each state ^x3uld noti^ both the mother auid the 
alleged father(s) of the availability of genetic testing. Upcn a sworn 
statesnent of a party claiming the requisite sexual contact in a contested 
paternity C2ise, the 2^ropriate official should issue either an administrative 
or court order to require genetic testing, unless the state makes a 
determination that issuance of such an order would be unreasonable. PinaQly, 
every edleged father should be apprised of his ri<^t to volu^t^ury 
acknowledgment of paternity by signing an affidavit. 

Second, I would IDos to recccinend that state agencies be given the 
authority, without necessity of obtaining an order frcn any other judicied or 
administrative tribunal (but subject to due process safeguards) , to order 
genetic testing for the purpose of paternity establishment and to collect 
costs for such tests frcn the parties. Genetic testing is recognized by all 
leading authorities in the field as being extresiely reliable for either 
establishing or e>K:luding paternity. 

under the present system, most state agencies must proceed throu^ the 
judicial process twice for court orders: first for genetic testing, euid 
subsequently for payment of such tests. TTiis proposal should therefore lead 
to administrative savings. 

Third, states should ccntract for paternity testing only with 
laboratories that are accredited by the American Association of Dlood Banks or 
an equivalent national accrediting body. Given that the results of genetic 
testing can establish or exclude an alleged father's responsibility to a 
child, it is iitperative that laboratories which engage in paternity testing be 
held to a hi^ standard of quality. Currently, there are laboratories doing 
paternity testing under state contracts that do not meet pres^it-day 
accreditation standards. This proposal hais been endorsed by the American 
Associatioi of Blood Banks. 

Fourth, the Child Support Ehforoanent Agency should adopt established 
standards for the r^iorting of paternity testing to courts. Under the present 
system, paternity testing laboratories znay be required to format their r^x»±s 
based on individual preferences of state court judges. This umecesscurily 
increases the cost of testing. 

And fifth, incentive payments from the federal gov ern m e nt under 42 
U.S.C. 658 should be eantarked bacic to the state child support enforcement 
progr a m s , thereby offering greater incentive for these agencies to reach 
paternity establishment targets. 

The thrust of each of these propo6^as is supported by the Bjman Identity 
Trade Association, an organizaticn that represents most of the ccnpanies that 
are involved in QtA identity testing in the United States. 
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I kncM that in the caning weeks the su Lco nnittee will be considering 
alternative proposals to the welfare crisis. I believe that the ideas I have 
outlined here today are inportant additions to your reform efforts. 
Illegitimacy is a great problem for our society; we need to do whatever we can 
as a government to establish paternity for those children bom out-of-wedlock 
so that their fathers will take personal and financial re^)cnsibility for 
them. Ihank you again for your time and ccmsideratioi, Mr. Chairman and 
members of the subconnittee. 
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Mr. Camp. Thank you very much. And I thank you all for your 
testimony. 

At this time, Mr. McCrery may inquire. 

Mr. McCrery. Thank you, Mr. Chairman. Just quickly, Mr. 
Coble, as you know, there is not an extensive section in the Con- 
tract bill on paternity establishment and deadbeat dads so to 
speak, but we — the Chairman has stated — Mr. Shaw has stated 
that we do plan to add that in the course of this Subcommittee’s 
deliberations, so we certainly thank you for giving us some concrete 
suggestions to include in that section. 

With respect to Ms. Jackson-Lee’s comments, I just want to make 
sure that everyone understands that the proposal that is in the 
Contract and that this Subcommittee is looking at is not exactly a 
proposal yet before the Committee, but we are looking at it, those 
provisions are prospective only. 

We would not take any families off of AFDC that are currently 
on AFDC under the old rules, so some of the numbers that Ms. 
Jackson-Lee cited as far as how many children might not be get- 
ting cash benefits under the proposal are speculative at best. They 
are based on 1994 data, I believe, or maybe 1993 data. We are ex- 
pecting, of course, the changes that we make in the welfare system, 
whatever they end up being, to have an impact on behavior. So we 
hope those numbers won’t be as great as the numbers in 1993 or 
1994. But I want to make it clear that it is prospective only. 

In addition, I just want to say that whatever comes out of this 
Committee, I think will give each of your States a very great deal 
of flexibility to formulate a welfare reform plan that matches your 
particular State’s population and your particular problems and 
needs. And based on some of the testimony we have heard from 
you all as well as other panelists today, it sounds as if we are 
headed in the right direction. There are a lot of good things going 
on out there in the States because of waivers and a lot of other pro- 
posals from the States that look to be very promising. 

So I appreciate very much ail of you sharing with us your 
thoughts and look forward to working with each of you as we delib- 
erate. And I hope this session finally determines a welfare reform 
plan. 

Thank you. 

Ms. Jackson-Lee. Mr. Chairman, might I respond just for a mo- 
ment? 

Mr. McCrery. Yes. 

Ms. Jackson-Lee. I thank the gentleman for his comments and 
his appreciation of those numbers. If I might just expand on that 
thought I think I would like to emphasize that the philosophy be- 
hind the Contract may prospectively stymie the tide of welfare re- 
cipients. Those seeking welfare may not be completely accurate in- 
asmuch as most welfare recipients only have one or two children. 

I think it is important in the deliberations, and I am sure this 
Committee has done so under the able leadership of Mr. Shaw, 
that we ask welfare recipients today to be actively involved in the 
process. 

For our Task Force on the National League of Cities — and I 
think cities are very close to people’s needs because they come 
every day to city hall seeking help — we looked at the issue and 
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found that in large numbers, welfare recipients yesterday, today, 
and tomorrow want to work, in large numbers they want to get a 
GED certificate so they can work. In large numbers, they want to 
be assured that they have child care and health care. And if you 
ask the welfare recipients, I think that you will see them moving 
in the direction of trying to solve the problem of welfare depend- 
ency. 

And then last, let me say that we found as cities that we would 
like to reaffirm marriage or relationships so that the male would 
not have to leave the home in order to receive some sort of help 
for his family. 

Mr. McCrery. Thank you. And I just want to add that also ev- 
eryone should know that when we are talking about denying wel- 
fare benefits to certain classifications of current recipients, we are 
only talking about the cash benefits under AFDC and housing sub- 
sidies. They would continue to get health care and food stamps, 
among other benefits that are available to them. 

Mr. Coble. Mr. Chairman, may I be heard for 1 minute? 

I know you all have other things to do but I just wanted to add 
this. I commend you all. Chairman Shaw and you all, for emphasiz- 
ing the importance of personal accountability. I think this is an 
area that needs to be addressed in detail. 

Four or five weeks ago, I saw two girls being interviewed on tele- 
vision. Now, they were either 13 and 14 or 14 and 15. Each girl 
was unmarried; each child was a mother, and they were laughing 
about it. It was a big joke. 

And that — and I am not suggesting that this is the rule of 
thumb, but I am afraid that that sort of attitude probably prevails 
more than it should. And I think that is a good example of no per- 
sonal accountability, and I think you all are addressing that area 
of living and I commend you for it. 

Thank you, Mr. Chairman. 

Mr. McCrery. Thank you, Mr. Chairman. 

Mr. Camp. Mr. Collins may inquire. 

Mr. Collins. Thank you, Mr. Chairman. I won’t take but just 1 
minute. 

I am glad to see the number of colleagues that we have who have 
come before the Committee today to testify and to bring their two 
cents’ worth to the Committee because it is very valuable. We all 
have the same goal, and that is to address the out-of-control wel- 
fare system that we have today. We want to address it in a way 
that encourages family, encourages self-responsibility. 

But I think when you look at the program and when you inquire 
in your district about the program and about other programs that 
we are addressing in the Contract With America, it becomes very 
apparent to those people that you are talking with that if we don’t 
address these types of runaway programs, all programs that the 
Federal Government has for the people of this country are in trou- 
ble. 

We just don’t have enough money to keep doling it out and doling 
it out. So we appreciate each of you being with us today and your 
testimony. 

Thank you, Mr. Chairman. 

Mr. Camp. Thank you. 
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I just have a couple questions. 

Mr. Blute, I appreciate your efforts in regard to the fact that 
there are fugitives receiving welfare benefits, and if I understand 
your testimony, it is because there are confidentiality laws that 
prevent the local caseworker or DSS or social services worker of 
letting the law enforcement people know the whereabouts of the fu- 
gitive? 

Mr. Blute. That is right, Mr. Chairman. Privacy concerns in the 
past have prevented law enforcement from ascertaining if individ- 
uals who were receiving some form of assistance are indeed felons 
in flight from justice, and this legislation would require an infor- 
mation sharing that I believe would not violate the generalized 
principle of privacy for those who are receiving benefits, but would 
allow law enforcement to get an address of someone who is receiv- 
ing a check who is a felon. 

Mr. Camp. Thank you. 

Mr. Orton, the program, the demonstration program you de- 
scribed, is that one that — are there any requirements that individ- 
uals participate — recipients participate? 

Mr. Orton. Right now, it is a mandatory program in just two re- 
gions of the State. The State selected two small areas and put the 
people in those areas on this particular program. 

They are required to participate in that program because that is 
the way they get their benefits. However, what they are finding is 
the people in the surrounding areas — now, in order to have a dem- 
onstration program, they selected a portion to be on the program, 
a portion not to be on the program. 

They are now finding that all of the people who are not on the 
program are asking to be on the program because the proCTaun it- 
self is successfully putting people back out into the job market, and 
the participants in the other portion of the current welfare system 
see those benefits and opportunities and would very much like to 
participate. 

Mr. Camp. Does that 33-percent decline in AFDC costs represent 
the cost — decline in just the waiver area? 

Mr. Orton. No, I think it is — I think that those costs — and by 
the way, the AFI5C costs have, in fact, declined by 33 percent. 
There are other administrative costs which have increased, but 
those increases are because the program also provides for extended 
Medicaid benefits, even after the people have a job. They provide 
for child care benefits after they are employed during a transition 
period, and so those are the increases. 

But the result is people are on welfare many months and it 
seems to me it is 6 months less as a result of this program. They 
are getting back out into the job market more quickly and the re- 
sult is jobs. It has a short-term increase in cost, but in the long 
term, is saving substantial resources because people are only on 
the program for a short period of time and then they are back out 
into society. 

Mr. Camp. If you know, is there a sanction for not participating 
in the mandatory program? If you know. 

Mr. Orton. Oh, yes, there is. If you do not participate in the pro- 
gram, in the first month, your AFDC grant is decreased by 25 per- 
cent and from that point forward, it is decreased continually each 
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month until you are phased out of any benefits after 24 months of 
noncompliance with the self-sufficiency plan. 

Mr. Camp. And the participation rate in this area is at what 
level? 

Mr. Orton. I believe they have 50 percent of the people on the 
program and 50 percent not on the program, so they can test, and 
they randomly selected people to do that, and the result is those 
on the program are saving — the program is saving an average of 
33 percent of the AFDC costs, and it is the people not on the pro- 
gram who are wanting to participate in the demonstration program 
because of the results. 

Mr. Camp. Thank you. And I want to thank the panel for taking 
the time to testify before the Subcommittee. Your comments were 
very, very helpful. 

Ms. Jackson-Lee. Mr. Chairman, before you conclude, if I might 
make sort of a quasi-inquiry as we proceed. First of all, I didn’t 
want to interrupt your kind remarks. 

Mr. Camp. Thank you. 

Ms. Jackson-Lee. And I hope — I have sensed from the presence 
here for a long, long time, I understand you have been in hearing 
now for many, many days, that you would accept the comments of 
your colleagues who come to this table in the spirit that they are 
given. There is a whole lot of sense and thought put into making 
these suggestions. 

I would ask, as I study the Contract, whether or not that the 
flexibility given to cities, counties, and States would be also in sub- 
sidies — work subsidies to the particular employment area. That is 
part of the difficulty in terms of creating work and creating jobs. 
We should ensure that they are at least getting a living wage, if 
you will. 

Certainly we are not putting aside minimum wage. It is a totally 
different issue inasmuch as it is providing extra dollars for them 
to be employed. I think that is something we need to think about 
as we think about job creation. The ultimate key is to move people 
from dependence to independence. 

So I would hope as we proceed, that we will take that into con- 
sideration, the myriad of ways to come to the common solution that 
we need to have. 

Thank you. 

Mr. Camp. Thank you very much. And I thank the panel for your 
testimony. 

We now move to panel number seven, Hon. Lamar Smith of 
Texas, Hon. Patsy Mink of Hawaii, Hon. Peter Torkildsen of 
Massachusetts, Hon. Nick Smith of Michigan, and Hon. Marge 
Roukema of New Jersey. 

Thank you all very much for coming. I don’t see Hon. Lamar 
Smith, so why don’t we begin with Hon. Patsy Mink of Hawaii. 
Your written comments will be made part of the record and we 
have been holding people to 5 minutes, so thank you. 

STATEMENT OF HON. PATSY T. MD«t, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF HAWAII 

Mrs. Mink. Thank you very much. I appreciate the opportunity 
to testify. 
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There are numerous important issues on welfare on which I have 
very strong views, such as time limits, block grants, caps on bene- 
fits for the birth of additional children and the exclusion of legal 
immigrants, but for purposes of this statement today, due to the 
time constraints, I am limiting my remarks to just one subject. 

I am emphatically opposed to the proposal that children born out 
of wedlock to teenage mothers under 18 years of age should not re- 
ceive any welfare assistance under AFDC or any new block grant 
program which you are considering for enactment. 

This proposal contained in the Republican Contract With Amer- 
ica violates the U.S. Constitution which guarantees to all persons, 
including children, equal protection of the laws and due process. 

Current doctrine popularly espoused by talk show hosts decries 
the collapse of the American family and the large number of Amer- 
ican children bom to unwed mothers. It targets the teenage unwed 
mother for special derision and condemnation. It would contravene 
the principles of this democracy to deny help to one group when 
others in the same group receive help. 

In the proposal imder consideration, children bom out of wedlock 
by teenage mothers are denied welfare assistance unless and until 
the mother marries the natural father or another man adopts the 
child. The proposal further permits States to prohibit cash assist- 
ance and housing assistance to children bom out of wedlock whose 
mothers are vmder 21 years of age. 

In a memorandum dated April 14, 1994, the Concessional Re- 
search Service states, “It is possible to say that disadvantaging 
illegitimates in the receipt of benefits intended for the welfare of 
children for the pvuTpose of discouraging what is reg^arded as illicit 
or immoral activities of their parents is an impermissible purpose 
and will result in invalidation." 

The U.S. Supreme Court in New Jersey Welfare Rights Organiza- 
tions V. Cahill held that such denial of benefits to a child was viola- 
tive of the equal protection clause. 

The court in that case quoted from a prior 1972 case, Weber v. 
Aetna Insurance, 

The status of illegitimacy has expressed through the ages society’s condemnation 
of irresponsible liaisons beyond the bounds of marriage. But visiting this condemna- 
tion on the head of an infant is illogical and unjust. Moreover, imposing disabilities 
on the illegitimate child is contrary to the basic concept of our system that legal 
burdens should bear some relationship to individual responsibility or wrongdoing. 
Obviously, no child is responsible for his birth . . . 

The premise cited in the Weber case has been reiterated in other 
cases, Clark v. Jeter in 1978 and Gomes v. Perez, also in 1978. In 
the Gomes case, the court said, 

A State may not individually discriminate against illegitimate children by denying 
them substantial benefits accorded children generally. We therefore hold that once 
a State extends a benefit . . . there is no constitutionally sufficient justification 
for denying such an essential right to a child simply because its natural father has 
not married the mother. 

Accordingly, Congress should not pass laws that deny benefits to 
a child, the law seeks to help, on the basis of whether it had a 
named father or at the time of the child’s birth the mother was still 
a teenager and unmarried. 

Poor children should not be left to die on the streets of America 
because of the lack of a two-parent household. I want all children 
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to have a beautiful family life with two loving parents but not all 
families are like our model. This does not justify passing laws that 
penalize the children of single, unwed teenage parents. 

Children bom out of wedlock to teenage mothers should not be 
singled out and denied help. The courts have held consistently that 
this violates the equal protection clause of the Constitution. The 
marital status of the teenage mother is not a legally justified cat- 
egory that can be used to exclude her children from help. 

Eligibility for aid based on whether a child has a named biologi- 
cal father bears no relationship to the piuT)ose of providing the aid. 
A poor child, without a father, is in fact in greater need than one 
with a father. 

The purposes of aid to dependent children are not helped by de- 
nying assistance to the child on account of the nonmarital status 
of the child’s mother or the age of the mother. 

Denying assistance to such a child is clearly pvmitive and vio- 
lates equal protection of the law and oim sense of equal justice. I 
respectfully urge this Committee to reject this proposal and thank 
you again for affording me this opportunity to testify. 

[The prepared statement and attachments follow;] 
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MR. CHAIRMAN AND MEMBERS OP THE COMMITTEE: 


There are numerous important issues on welfare on which I have strong 
views, such as time limits, block grants, caps on benefits for the 
birth of additonal children and exclusion of legal immigrants. 

But for purposes of this statement today due to time constraints I am 
limiting my remarks to just one subject. I am emphatically opposed to 
the proposal that children born out of wedlock to teenage mothers 
under 18 years of age should not receive any welfare assistance under 
AFDC or any new block grant program which you are considering for 
enactment. 

This proposal contained in the Republican Contract with America 
violates the U. S. Constitution which guarantees to all persons 
including children equal protection of the laws and due process. 

Current doctrine popularly espoused by talk show hosts decries the 
collapse of the American family and the large number of children born 
to unwed mothers. It targets the teenage unwed mother for special 
derision and condemnation. It would contravene the principles of this 
democracy to deny help to one group when others in the same group 
receive help. In the proposal under consideration children born out 
of wedlock by teenage mothers are denied welfare assistance unless and 
until the mother marries the natural father or another man who adopts 
the child. The proposal further permits States to prohibit cash 
assistance and housing assistance to children born out of wedlock 
whose mothers are under 21 years of age. 

In a memorandum dated April 14, 1994, the Congressional Research 
Service states ..."it is possible to say that disadvantaging 
illegitimates in the receipt of benefits intended for the welfare of 
children for the purpose of discouraging what is regarded as illicit 
or immoral activities of their parents is an impermissible purpose and 
will result in invalidation". 

The U.S. Supreme Court in New Jersey Welfare Rights Organization vs. 
Cahill . 411 U.S. 619 (1973) held that such a denial of benefits to a 
child was violative of the equal protection clause. 

The Court in that case quoted from a prior 1972 case Weber v. Aetna 
Casualty ^ Surety Company. 406 U.S. 184 : "The status of illegitimacy 
has expressed through the ages society 's condemnation of irresponsible 
liaisons beyond the bonds of marriage. But visiting this condemnation 
on the head of an infant is illogical and unjust. Moreover, imposing 
disabilities on the illegitimate child is contrary to the basic 
concept of our system that legal burdens should bear some relationship 
to individual responsibility or wrongdoing. Obviously, no child is 
responsible for his birth...". 

The premise cited in the Weber case has been reiterated in other 
cases: Clark v. Jeter . 466 U.S. 461 (1978) and in Gomes v. Perez 409 

U.S. 535 (1978). 
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In the Gomes case, the Court said "A State may not Individually 
discriminate against illegitimate children by denying them substantial 
benefits accorded children generally. We therefore hold that once a 
State extends a benefit ... there is no constitutionally sufficient 
justification for denying such an essential right to a child simply 
because its natural father has not married the mother." 

Accordingly Congress should not pass laws that deny benefits to a 
child the law seeks to help on the basis of whether it had a named 
father or if at the time of the child's birth the mother was still a 
teenager and unmarried. 

Poor children should not be left to die on the streets of America 
because of the lack of a two-parent household. 

1 want all children to have a beautiful family life with two loving 
parents. 

But not all families are like our model. 

This does not justify passing laws that penalize the children of 
single unwed teenage parents. 

Children born out of wedlock to teenage mothers should not be singled 
out and denied neip. The Courts have held consistently that this 
violates the equal protection clause of the U.S. Constitution. The 
marital status of the teenage mother is not a legally justified 
category that can be used to exclude her children from help. 

Eligibility for aid based on whether or not a child has a named 
biological father bears no relationship to the purpose of providing 
the aid. 

A poor child without a father is in fact in greater need than one with 
a father. 

The purposes of aid to dependent children are not helped by denying 
assistance to the child on account of the non marital status of the 
child's mother, or the age of the mother. 

Denying assistance to such a child is clearly punitive and violates 
equal protection of the law and our sense of equal justice. I 
respectfully urge this Committee to reject this proposal. 

Thank you again for affording me this opportunity to testify. 
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FACTS OBTAINED FROM A 1995 TUFTS UNIVERSITY CENTER ON HUNGER, 
POVERTY AND NUTRITION POLICY REPORT entitled "STATEMENT ON 
KEY WELFARE REFORM ISSUES: THE EMPIRICAL EVIDENCE" 

The report presents scientific data that: 

Welfare benefits do not cause the growth in single parent 
families and single parent families are not a major factor in 
the growth of poverty in America. 

It urges that the Congress avoid the tragic mistake of 
adopting pseudo- reforms that stem from political ideology 
rather than empirical evidence. 

It advises that if we wish to break the cycle of poverty we 
not be guided by the wish to punish poor women whose behavior 
we wish to chastise. 

In 1994 76 researchers and scholars in the field of welfare 
issued a policy statement regarding the empirical facts they 
found in their research which they challenged political 
leaders to read and consider before enacting any laws. 


FACT NUMBER ONE. 

Growth in the number of single-parent families has been 
primarily among the non-poor. From 1970 to 1990 the number 
of female headed households increased from 6 million to 11,27 
million mostly among the non-poor. 65% of the increase in 
single parent families were not living in poverty. For 
instance in 1993 there were 3.5 million unmarried non-poor 
couple households and a third of them had at least one child. 
This family would fall under a single parent definition. 

Changes in welfare laws will not affect the mores and life 
styles of these families. In fact another Contract with 
America proposal will give these families a $500 tax credit 
without regard to their marital status. 

FACT NUMBER TWO 

The Census Bureau found that economic factors such as low 
wage jobs accounted for approximately 85% of the child 
poverty rate. A 1993 Census Bureau study showed that the 
poverty rate was due mainly to changes in the labor market 
and the structure of the economy. 


Bureau of Labor Statistics data from 1973 to 1990 reveal that 
the proportion of persons employed in service industries grew 
from 70% to 77%. This is the lowest wage sector of our 
economy. 

Between 1960 and 1980, the proportion of women in the labor 
force increased from 40% to 61% ages 16 to 34 years. 

The desire to have women work is limited to only poor women 
With dependent children so as to teach responsibility. For 
non-poor women the need to remain in the home to nurture 
their children into wholesome maturity is still the social 
ethic of our times. 


Forcing poor women to work is destructive of family values. 
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FACTS ON TEENAGE PREGNANCV 

Teenage births, in relation to Aid to Families With 
Dependent Children (AFDC) , have been wrongly characterized during 
current welfare reform debate. Not only has the social reality 
of teenage pregnancy been distorted and made to seem larger than 
the facts tell, but it has also been unjustly labeled as a major 
cause of welfare instead of as a problem of society in general. 

It is unfair to spotlight the young and poor as if they pose the 
majority of our nation's domestic ills. 


HERE ARE THE FACTS: 

Births to young teenagers have been declining. 

In the first decline since 1986, the rate of births to mothers 
15-17 years of age decreased 2 percent in 1992. 

— from the National Center for Health Statistics 


Few welfare recipients are teen mothers. 

Less than 1.2% of all AFDC mothers are less than 18 years of age 
(47,180 welfare mothers}. 

Few welfare households are headed by teen mothers, and the number 
has been decreasing. 

In 1979, teenagers mothers 15-19 years old headed only 1.9% of 
total poor, female-headed households; the number dropped to 2.9% 
in 1990. 

The age of a welfare mother is mui^ less of a contributing factor 
to poverty than a parent's gender. 

While 46% of families headed by a single mother are poor, only 
22% of families headed by a single father and 8% of families 
headed by a married couple are poor. 

The growing majority of teenage mothers are white. 

Two-thirds of teenagers giving birth in 1990 were white. 

While out-of-wedlocK teen births have increased, out-of-wedlock 
births to women in their twenties have increased much faster. 

The number of teen out-of-wedlock births increased by 150% 
between 1970 and 1990, while the number tripled among unmarried 
women 20-24 years old, and increased nearly bv six times among 
unmarried women 25-29 years old. 


—from the Women & Poverty Project, Wider Opportunities for 
Women, "Teen Pregnancy, Welfare, and Poverty" 



TEENAGE MOTHERS RECEIVING AFDC BY STATE 
(10/91 TO 9/92) 

TOTAL Source; Dept, of Commerce 

FEMALE 14-18 % OF Bureau of Census 


667 


o6c5(Ocooi<d(vic5eo^<o^CNi 


^o>(^oo)a>flah>a>9^o>(D(ocvi9'tt^^oo>^o)i 

a5oju5oofflO»-rt<v^oNO>wrvO><DT-ou>r-P3 


00 T- (O 


e-CMeO(0(OC^<e-N.OncOiAK99CM(DO^T--i 

h.(s.rs.Ze-Q«-r>>cv9niAi-cMQQ<*>Soo(ioir>i 

(ooo«>S<vSh»<noc5o(ou><o?vhoT-NO>oi 

” 8 S g 8 § 8 8 I 2 8 " 2 2 ® S S S S ' 



(h <0 ^ <0 ^ oi M) oi <0 V CO CO ^ cnI Oi lo CO 


CMQOCOCOr'ANCO 

«-9co«oocg<ovc0 


iKKi/>CDOQ>eO(OCOO( 7 >CO 

8 8 5 S K 2 ® ^ ® “ 


8 


2 

o>(oino^^(5o 
eg eg eg n eg 




D 

o 

< 


^ V n ^ 




o 

»- 

<0 

Z) 



iliiiiiisiiilili 


0?oBl 



MISSISSIPPI 48,894 2.151 4.4 PUERTO RICO 53,773 484 

MISSOURI 75,645 3.631 4,8 VIRGIN ISLANDS 930 4 

MONTANA 9,799 363 3.7 

NEBRASKA 12,950 596 4.6 



668 


Mr. Camp. Thank you. 

Hon. Peter Torkildsen. 

STATEMENT OF HON. PETER G. TORKBLDSEN, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF MASSACHUSETTS 

Mr. Torkildsen. Thank you, Mr. Chairman, and Members of the 
Committee. I will try and summarize my testimony. 

I too have many strong opinions on the various parts of welfare 
overhaul. I do believe we have to overhaul oiu* system because it 
is not working. There are two points I want to touch on today. 

The primary reason I have asked to testify deals with H.R. 4’s 
reinstatement of the gag rule to prohibit a suggestion of discussion 
of a legal procedure of abortion. I believe this Committee should 
eliminate any type of gag rule concerning abortion counseling or 
any other legal procedure from this or any other legislation. 

Whether one considers herself or himself to be prochoice or 
prolife, we should all be able to agree on the protection of freedom 
of speech. I support a woman’s right to choose and believe that the 
Federal Government should get out of the abortion question as 
much as possible. Because of that, my position on this most con- 
troversial of issues may be different from Members of the Commit- 
tee. 

I oppose Federal funding of abortion, but I equally oppose the 
Federal Government imposing any barrier to information about 
abortion. 

Two years ago, the House, in a bipartisan vote, effectively elimi- 
nated the gag rule from title X funding. The legislation before us 
today or before the Committee today contains a gag rule on abor- 
tion counseling for grants listed under title I. 

But no matter where it may be placed, the Federal Government 
should not be telling people what legal procedures they can or can- 
not discuss. Women deserve a right to information about the legal 
procedure of abortion and professionals deserve the right to discuss 
this or any other legal procedure. 

The second issue I would like to address is the absence of a pro- 
vision to enhance child support collection. Currently, only about 
$13 bilhon in child support payments are made each year while es- 
timates state that as much as $47 billion or more should be paid 
in support of children. 

Any increase in child support payments would almost certainly 
reduce the number of parents, usually mothers, seeking AFDC and 
other forms of welfare assistance. H.R. 4 logically requires the es- 
tablishment of paternity, but does not provide for enforcement of 
child support payments once the father is identified. 

While the States are and should remain the first line of collection 
for past due child support, there are steps the Federal Government 
can take to assist States, especially with parents who cross State 
lines to avoid their obligation to their children. 

Last year I filed, and will do so again this year, legislation to co- 
ordinate the placing of liens on real property owned by a parent 
who owes child support. This would allow liens to be placed with- 
out custodial parents having to travel to another State. This bill 
would also create a disincentive for the other parent to flee a State 
in order to avoid child support pa 3 rments. 
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Mr. Chairman, on the whole, I think the legislation is most posi- 
tive. It will give States greater flexibility in creating alternatives 
to the failed welfare system, rather than impose a one-size-fits-all 
proposal from the Federal Government. 

By enforcing child support and especially eliminating the gag 
rule, we can correct two major flaws in this legislation. 

Thank you for the opportunity to testify. And I will be glad to 
answer any questions you may have. 

[The prepared statement follows:] 
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Congrcsstnafl Peter G. Torkildsen 


Testimony on Welfare Reform and H.R. 4 
House Committee on Ways and Means 
Subcommittee on Human Resources 
January 30, 1995 


Mr. Chairman and members of the Committee, thanic you for allowing me the 
opportuniiy to testify on the important issue of overhauling our welfare system. 

Perhaps nothing is cruder tham being trapped in a welfare system that punishes work, 
and locks some recipients in a cycle of poverty. I believe the vast majority of parents on 
welfare want to work, but not lose the diffeience that AFDC, rental assistance, food stamps, 
and medicaid health insurance may provide. 

1 would like to focus on two specific provisions within the original text of H.R. 4 
that I believe need to be addressed. 


The primary reason I have asked to testify deals with H R. 4's reinstatement of the 
gag rule, to prohibit the discussion of tbe legal procedure of abortion. 1 believe 
this committee should eliminate any type of gag rule concerning abortion counseling or any 
other legal procedure from this or any other legislation. 

Whether one considers herself or himself to be pro choice or pro life, we should all 
be able to agree on the protecrion of freedom of speech. I support a woman's right to 
choose, and believe that the federal government should get out of the abortion question as 
much as possible. Because of that, my position on this most controversial of issues may be 
different from many members of this committee. 

While I oppose federal funding for abortion. I equally oppose the federal government 
imposing any barrier to information about abonton. 

Two years ago, the House in a bi-partisan vote eliminaied the gag rule from Title X 
funding. 

The legislation before us today contains a gag rule on abortion counseling for grants 
listed under Tide 1, Part C of H.R. 4. 

But no matter where it may be placed, the Federal Government should not be telling 
people what legal procedures they can or cantKX discuss. Women deserve a right to 
information about the legal procedure of abonioc. and professionals deserve the right lo 
discu.ss this or any other legal procedure. 

The second issue I would like to address is the absence of any provision to enhance 
child supiport collection. Currently, only about $13 billion in child support payments are 
made each year, while estimates state that as much as $47 billion or more should be paid in 
support of children. 

Any increase in child support payroenis would almost certainly reduce the number of 
parents, usually mothers, seeking AFDC and other forms of welfare assistance. H.R. 4 
logically requires the establishment of paternity, but does not provide for enforcement of 
child support payments once the father is HtenUfied. 

While the states are and should remain tbe first line for collection of past due child 
support, there are steps the federal government can take to assist states, especially with 
parents who cross state lines lo avo^ their obligation to their children. Last year I filed, and 
will do so again this year, legislation to cooidinaic the placing of liens on real propeny 
owned by a parent who owes child support. 

This would allow liens to be placed without custodial parents having lo travel to 
another state. The bill would also create a disincentive for the other parent to flee a state in 
order to avoid child support payments. 


Mr. Chairman, on the whole, this I^slation is most positive, ft will give stales 
greater ncxibiJity in creating alternatives to the failed welfare system, rather than impose a 
one-size-fits all proposal from the federal government. 

By enforcing child support and, especially, eUminating the gag rule, we can correct 
two major flaws in this legislation. 

Thank you for the of^rtunity to testify, and I will gladly attempt to answer any 
questions you may have. 
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Mr. Camp. Thank you for your testimony. 

Hon. Nick Smith. 

STATEMENT OF HON. NICK SMITH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 

Mr. Smith of Michigan. Mr. Chairman, Committee, thank you 
very much. 

All of us who have been in politics have heard horror stories 
about the abuse in welfare. In general welfare, I would simply sug- 
gest to the Committee, that when we look at recovering contribu- 
tions to raise kids, we not only go after the father, but also the 
mother, if once she is off welfare, is making more than 150 percent 
of poverty. We should consider asking the mother to reimburse tax- 
payers for some of that support. 

More specifically, I am here today to make some comments on 
SSI. In the Michigan Legislatvme, I introduced the first bill to do 
away with general assistance for able-bodied adults and legislation 
to change the age for special education from 3 years until 23 years. 

One month after I was sworn in to Congress, a school counselor 
approached me at a restaurant in Hillsdale and suggested that 
there is something veiy terribly wrong happening in her school. 
Specifically, parents were coaching their children how to be des- 
ignated as disabled or slow learners because it made their children 
eligible for what is now $472 a month in disability payments. 

Michigan has an SSI supplement of $14 a month. Also, Michigan 
has a payment of up to $100 a month for those parents that keep 
their disabled children at home. Right now, nationally, the annual 
cost for children on SSI is $4.35 billion. 

I introduced H.R. 3913 in February 1994 to deal with this prob- 
lem. That legislation said that younger children should not be in- 
cluded in SSI. In March 1994, I included language in the budget 
that we sent to the floor urging this Committee to hold hearings 
on the abuse of SSI by children. So I am delighted to make a few 
comments. 

The Zebley decision in 1990 exacerbated the current problem and 
within a few years, the number of children on SSI had doubled. 
The original text of the SSI bill that was passed in 1972 intended 
to provide income to those individuals that were not eligible for So- 
cial Security disability insurance because they didn’t have suffi- 
cient work records. Children, by a quirk, got added later and then 
the Zebley decision tremendously expanded their reliability. 

I suggest to this Committee that children do not fit the purpose 
of SSI. The IFA, the individualized functional assessment, is a test 
for the eligibility to work, and it doesn’t make sense for kids. We 
should just use medical listings. I would suggest that this Commit- 
tee seriously consider taking children 12 years and younger off SSI. 
I say 12 years and younger because, after that age, some of these 
kids might be expected to work and make a contribution to their 
family. 
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AFDC and Medicaid vouchers, not cash, can replace what SSI is 
now doing for those kids. We have Federal and State laws that pro- 
vide and demand that special education be given to these young 
children. I commend this Committee and certainly you, Mr. Camp, 
for your initiative on welfare reform, as well as Congressman 
McCrery and Congressman Kleczka. I encourage you to continue 
your efforts to stop this serious abuse of taxpayer money. 

Mr. Chairman, may my written testimony be included as part of 
the record? 

Mr. Camp. It will. 

[The prepared statement follows:] 
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NICK SMITH, MEMBER OF CONGRESS 
Testimony on the Supplemental Security Income program 
before the Subcommittee on Human Resources 
House Ways and Means Committee 
January 30, 1995 


MR. CHAIRMAN. . .MEMBERS OF THE SUBCOMMITTEE ON HUMAN 
RESOURCES, THANK YOU FOR THIS OPPORTUNITY TO TESTIFY ON THE 
SUPPLEMENTAL SECURITY INCOME (SSI) PROGRAM. 

I BEGAN INVESTIGATING THIS PROGRAM IN 1993 AFTER SEVERAL 
CONSTITUENTS, INCLUDING SCHOOL COUNSELORS AND DISABILITY 
EXAMINERS BROUGHT TO MY ATTENTION WIDESPREAD ABUSE IN THE 
PROGRAM. AFTER THE ZEBLEY SUPREME COURT DECISION (SULLIVAN V. 
ZEBLEY) IN FEBRUARY 1990 LOOSENED THE CRITERIA FOR CHILDREN TO 
QUALIFY FOR SSI, MANY PEOPLE DISCOVERED THEY COULD COLLECT CASH 
BENEFITS BY HAVING THEIR CHILDREN CLASSIFIED AS "DISABLED" IF 
THEY WERE SLOW LEARNERS OR EVEN BECAUSE OF BEHAVIORAL PROBLEMS. 
THIS HAS LED TO A GREAT DEAL OF ABUSE IN THE PROGRAM. JUST 10 
DAYS AGO, THE WALL STREET JOURNAL GAVE THE EXAMPLE OF AN EXTENDED 
FAMILY IN BOSTON RECEIVING NEARLY $1 MILLION A YEAR FROM SSI. 
WHILE THIS IS AN EXCEPTIONAL CASE, I THINK IT SHOWS JUST HOW MUCH 
OUT OF CONTROL SSI HAS BECOME. 

THE ZEBLEY DECISION ISN’T THE ONLY PROBLEM. WHEN CONGRESS 
ESTABLISHED THE SSI PROGRAM IN 1972, IT INTENDED TO SUSTAIN THE 
INCOMES OF THOSE WHO ARE DISABLED AND CAN NO LONGER WORK. IN THE 
ORIGINAL TEXT OF THE BILL, CHILDREN WEREN'T COVERED, BUT A 
PROVISION WAS TUCKED INTO THE 697-PAGE BILL AT THE LAST MINUTE BY 
A FEDERAL OFFICIAL WHO SAID HE ADDED IT AS PART OF AN INCREMENTAL 
STRATEGY TO EXPAND WELFARE. SINCE CHILDREN AREN'T EXPECTED TO 
EARN ANY INCOME, THE GOVERNMENT SHOULDN'T SIMPLY HAND OUT CASH. 

IF WE'RE GOING TO PROVIDE DISABLED CHILDREN WITH SPECIAL 
BENEFITS, IT SHOULD REFLECT ACTUAL NEEDS PERTAINING TO THEIR 
DISABILITIES. 

THIS POINT IS VITAL BECAUSE MOST OF THE MEDICAL AND 
EDUCATIONAL NEEDS ARE ALREADY COVERED UNDER EXISTING STATE AND 
FEDERAL LAWS. FOR EXAMPLE, SPECIAL EDUCATION IS A FEDERAL 
REQUIREMENT AFTER AGE 4, WITH SOME STATES STARTING AT BIRTH. 

IN THE LAST CONGRESS, I INTRODUCED H.R. 3913 TO END 
CHILDREN'S CASH BENEFITS UNDER SSI. I WOULD LIKE TO COMMEND MY 
COLLEAGUES JIM McCRERY AND GERALD KLECZKA, WHO HAVE THOUGHTFULLY 
PUT TOGETHER A PROPOSAL TO END CASH BENEFITS WHILE MAKING SURE 
THAT KIDS WITH SPECIAL NEEDS THAT HAVEN'T BEEN MET UNDER OTHER 
PROGRAMS CAN GET ASSISTANCE. I'D LIKE TO ENCOURAGE THE COMMITTEE 
TO CAREFULLY EXAMINE THE BENEFITS THAT ARE ALREADY AVAILABLE TO 
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POOR CHILDREN TO PREVENT DUPLICATION WITH EXISTING PROGRAMS. 

PERHAPS THE BIGGEST INJUSTICE IN THE CURRENT SSI SYSTEM IS 
TO THE CHILDREN THEMSELVES. WHEN CHILDREN ARE CLASSIFIED AS 
"DISABLED, " OR PUT INTO A SPECIAL EDUCATION PROGRAM, IT MAKES IT 
MORE DIFFICULT FOR THEM TO DEVELOP NORMALLY AND KEEP UP WITH 
THEIR PEERS. THERE IS ANECDOTAL EVIDENCE THAT SOME PARENTS HAVE 
EVEN DISCOURAGED THEIR KIDS FRCW BEHAVING OR PERFORMING WELL 
BECAUSE IT MIGHT JEOPARDIZE THEIR SSI CASH BENEFITS. REPLACING 
CASH WITH IN-KIND BENEFITS RELATED TO DISABILITIES WILL GREATLY 
REDUCE THE INCENTIVE FOR PEOPLE TO TAKE ADVANTAGE OF THIS 
PROGRAM. 

IN ADDITION TO ENDING CASH BENEFITS, I WOULD LIKE TO VOICE 
SUPPORT FOR ELIMINATING THE "INDIVIDUALIZED FUNCTIONAL ASSESSMENT 
(IFA) " CRITERIA FOR PUTTING KIDS ON SSI. THE IFA WAS ADOPTED TO 
MAKE SURE THAT AN ADULT WHO COULDN'T FUNCTION WELL ENOUGH TO HOLD 
A JOB WOULD BE CLASSIFIED AS DISABLED AND GET REPLACEMENT INCOME. 
AS I MENTIONED EARLIER, A CHILD IS NOT EXPECTED TO EARN INCOME. 
REMOVING THE IFA CRITERIA WOULD ESSENTIALLY REESTABLISH THE LAW 
BEFORE ZEBLEY BY ALLOWING THE SOCIAL SECURITY ADMINISTRATION 
(SSA) TO USE ONLY MEDICAL LISTINGS FOR CHILDREN. THIS WOULD NOT 
VIOLATE THE ZEBLEY DECISION. THE COURT OVERTURNED THE 
REGULATIONS, NOT BECAUSE THEY WERE INHERENTLY WRONG OR 
UNCONSTITUTIONAL, BUT BECAUSE THE 1972 SSI LEGISLATION DIDN'T 
EXPLICITLY ALLOW SSA TO SET UP DIFFERENT CRITERIA FOR CHILDREN. 
THIS LEGISLATION WOULD EXPLICITLY ALLOW SSA TO WRITE REGULATIONS 
THAT EXCLUDE IFA'S FOR THE CHILDREN’S PORTION OF SSI. 

MR. CHAIRMAN. . .MEMBERS OF THE SUBCOMMITTEE, THANK YOU FOR 
THE OPPORTUNITY TO TESTIFY AND I WOULD BE HAPPY TO ANSWER ANY 
QUESTIONS . 

#t# 
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Mr. Camp. Thank you very much for your testimony. 

Hon. Marge Roukema. 

STATEMENT OF HON. MARGE ROUKEMA, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW JERSEY 

Mrs. Roukema. Thank you, Mr. Chairman. I ask unanimous con- 
sent that the full text of my comments be included in the record, 
and thank you for the chance to testify here today. You are estab- 
lishing a wonderful record and I thank you very much. 

Unfortunately, this welfare debate got off on the wrong foot with 
an argument focusing on what an orphanage is or a group home 
or a settlement house. Whatever we want to call them, it initiated 
a war of words and I think we ought to end that war of words. I 
think there is a general recognition that the system is out of con- 
trol and in need of radical reform, and I characterize the prescrip- 
tion for that radical reform as tough love. 

Clearly the American taxpayers have been concerned about the 
failure of this system, but it is not only the taxpayers. It is more 
than that. It has been fostering unhealthy and unproductive dys- 
functional families that sentence children to a lifetime of extreme 
economic, social, and emotional deprivation. Clearly the children 
have become the victims. 

In reinventing the system, I think we must address both the 
short-term and the long-term problems of these children, and 
again, end the war of words and focus on what the real evidence 
is that we can really reverse the trend, and no longer countenance 
people being raised in abusive and drug-infested households or that 
children would be going hungry in the streets. And so I thank you 
for this opportunity. 

I want to go to the denial of AFDC benefits for additional chil- 
dren. That is one component of your legislation here and I want to 
indicate to you that this position was initiated in New Jersey a 
number of years ago when then-Democratic Governor Florio con- 
cluded that we were subsidizing unwed mothers and out-of-wedlock 
births and put into the legislation denying benefits for AFDC re- 
cipients when new children were bom. 

That system went into effect and during the first 12 months, in- 
dicate — there is every indication, the statistics show, that the birth 
rate among those recipients have gone down 14 percent. Now, 1 
year’s data does not prove the rule, but the program will be tracked 
over a period of years to confirm the relationship, and I think it 
is an indication that this is the direction in which we should go and 
it should be included in our legislation. 

I stress today interstate child support enforcement has already 
been mentioned by one of our other colleagues and I know you are 
having a full hearing on that next week, but I do want to say that 
effective reform of our interstate child support system is an essen- 
tial component of any welfare reform plan that we pass, and I 
think the President, President Clinton, acknowledges this as well 
as the Republican program. While Republicans and Democrats may 
have different ideas about how to reform the overall plan, we are 
united in that one area. 

I would include in the record here a few of the statistics that are 
quite startling, only one of which I will go over now and that is 23 
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million children are owed more than $34 billion in support pay- 
ments. No, I will add one more statistic. HHS estimates that a sub- 
stantial increase in child support enforcement could reduce AFDC 
payments by 25 percent. I think that is a startling number and one 
that bears up under scrutiny. 

I introduced and — reintroduced, I should say, H.R. 195 which is 
a comprehensive child support enforcement piece of legislation 
based on the recommendations of the U.S. Commission on Inter- 
state Child Support Enforcement, of which I was honored to serve 
as a member. I won’t go into the details of that except to say that 
it also includes criming penalties and direct garnishment of wages 
from out-of-State employers. 

On a related topic — and by the way, I would like to introduce an 
outline of H.R. 195 into the record. 

My time is running out, so I will skip to the last part of my 
statement and talk about the block granting of welfare and how we 
should give States more responsibility. But the main reason I am 
here today, Mr. Chairman, is to indicate that we cannot, in elimi- 
nating the entitlement aspects and doing the block granting of wel- 
fare reform, we cannot end up with children who are homeless and 
hungry. 

I have spoken to numbers of my colleagues on this subject before 
and I have noted that whether we call it a backstop, a trigger, a 
safety net, or as Chairman Clay Shaw identified it, both in news 
accounts as well as on television this past Sunday, whether we 
refer to it as a contingency-based system, we must work out a sys- 
tem between the Federal Government and the States, whether en- 
titlement or not, that there is a way to deal during recessionary 
times so that the children are not going to be the victims. 

I welcome Chairman Shaw’s speculation concerning the fold back 
mechanism that might be laid to a new welfare program styled 
after the employment — the Unemplo)ment Compensation Program. 
That may be the way to go. In any event, people of good will and 
understanding must be able to address that component of the block 
grant and not entitlement eispect. Children must not become once 
again the victim of the system. 

[The prepared statement and attachment follow:] 
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Statement of 

The Honorable Marge Roukema 
before the 

House Ways and Means 
Subcommittee on Human Resources 
January 30, 1995 


Before starting my testimony, I would first like to congratulate my 
distinguished colleague from Florida — Clay Shaw -- on his well-deserved 
promotion to the chair of the House Ways and Means Subcommittee on Human 
Resources. Mr. Chairman, you’ve waited years for this exciting opportunity and 
we are all supremely confident that you are up to the task of leading the Committee 
during the KMth Congress. 

The people of the United States have given the Republican Party a historic 
opportunity to demonstrate our commitment to constructive change — a change to 
more effective and efficient governance. These hearings represent the first step in 
what is sure to be a long and difficult process of fulfilling this commitment. I, for 
one, welcome the challenge. 

DSYFUNCnONAL SYSTEM 

Unfortunately, the welfare reform debate got off on the wrong foot by 
focusing initially on the term of "orphanages" or "settlement houses" or "group 
homes" or "youth hostels". Whatever you want to call them — we must resolve to 
end this "war of words" today. We (conservatives, moderates and liberals alike) 
must acknowledge that our welfare system is out of control and in need of radical 
reform. I characterize the prescription as “tough love”. 

Clearly, what outrages American taxpayers most completely is the conviction 
that the welfare system is an unmitigated failure. Not only is it wasting hard- 
earned taxpayers dollars, but it has created - and is fostering — unhealthy, 
unproductive dysfunctional families that sentence children to a lifetime of extreme 
economic, social and emotional deprivation. 

Clearly, the children are the victims!!! In re-inventing the welfare system, we 
must address the short-term and long-term problems of the children. Youth hostels 
and group homes (orphanages if you will) should be an element of reform. But the 
costs will be significant whether absorbed at the federal or the state level. 

Ultimately, however, Americans and the Congress will not countenance 
children being raised in abusive, drug-infested households or going hungry in the 
streets. We must begin a serious debate — not a unproductive "war of words!!" 

Denial of Higher AFDC Benefits for Additional Children 

One component of our current welfare system that must be fixed is the fact 
that, in most states, welfare recipients automatically receive additional, higher 
benefits when they have more children. In some cases, this amounts to a perverse 
incentive for beneficiaries to remain on welfare and have more children, instead of 
taking responsibility for themselves and their families and getting off welfare. 

A few years ago, the New Jersey State Legislature and then Governor Florio 
concluded that our welfare program was simply subsidizing unwed mothers and 
out-of-wedlock births, and that strong, corrective action was necessary. The State 
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began denying AFDC recipients higher benefits for new children in August of 
1993, and the preliminary results for this new initiative during its first twelve 
months indicate that births to AFDC recipients have been reduced by 14 percent. 

It is too early to determine precisely what caused this reduction, but the fact 
remains that this is an encouraging signal nonetheless. This program must be 
tracked over a period of several years to confirm its relationship to changing 
behavior patterns and to separate the cash welfare payments from the birthrate. 

On the federal level, we must follow this example and prohibit any automatic 
increase in AFDC benefits to mothers, already in the program, who have additional 
children. 

WELFARE REFORM MUST INCLUDE CHILD SUPPORT REFORM 

I know that the Subcommittee will be holding a hearing on Child Support 
Enforcement next week, but I just want to very briefly mention a few items on this 
important subject. Effective reform of our Interstate Child Support Enforcement 
laws must be an integral component of any welfare reform plan that the 104th 
Congress sends to President Clinton. 

While Republicans and Democrats may have vastly different ideas about how 
best to reform our welfare system, most readily agree that strong Interstate Child 
Support Enforcement reform must be part of our reform plans. 

Make no mistake about it: effective Child Support Enforcement reform is 
welfare prevention. Non-support of children by their parents is one of the primary 
reasons that so many families end up on the welfare rolls to begin with. 

Here are just a few of the key statistics: 

* 23 million children are owed more than $34 billion in supjwrt payments; 

* 5.4 million families never collect a dime of legal child support; 

* The default rate for car loans is about 3%, while the default rate on child 

support payments is almost 50%!; 

* HHS estimates that a "substantial" increase in child support enforcement 

could reduce federal AFDC payments by 25%!; 

On the first day of this new Congress, I re-introduced comprehensive child 
Support Enforcement reform legislation (HR 195) that would enact the 
recommendations of the U.S. Commission on Interstate Child Support, of which I 
was honored to serve as a member. I have attached a 1 -page summary of this 
legislation to my statement, and I urge my colleagues to consider cosponsoring this 
important legislation. 

On a related topic, I want to strongly urge the Subcommittee to approve 
legislation that links the establishment of paternity to eligibility for welfare benefits. 
For AFDC recipients, we must send a strong signal that we will require their 
cooperation in establishing paternity of their children, in order to them to be 
eligible for benefits. 

We must not allow AFDC recipients to receive their benefits regardless of 
whether or not they help establish paternity for their children. For those mothers 
who are cooperative, their benefits should be protected even if the child’s father 
fails to cooperate and paternity cannot be established. 


But, for those mothers who do not cooperate — the cutoof of benefits should 
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be precise and complete. 

Establishing paternity establishes a potential for future financial support; but, 
most importantly, it re-establishes a code of conduct that fixes responsibility on the 
male, as well as the female, in the rearing of children — Reconfirming these 
principles are essential to restoring respect for the family unit in our society. 

Preventive Health Care and Immunization Requirements 

For decades. States have required that children entering the school system be 
properly immunized and vaccinated. The record is clear: when we require 
immunization and vaccination as a condition of attending school, and tell parents 
that their children can’t start classes without them, they do the right thing: they 
children make sure that kids get their shots! 

Regrettably, either through ignorance or apathy, many parents in the welfare 
program today are failing to get their children immunized and vaccinated, making 
these children the real victims. 

We must require parents to have their children properly immunized and up-to- 
date on their vaccinations in order to qualify for AFDC, WIC or Food Stamp 
benefits. State compliance with this requirement should be mandatory, not 
optional. Also, any day care and child care center that receives federal monies 
must be required to certify that these same immunization and vaccination standards 
have been met before enrolling any given child. 

In 1992, six children died in New Jersey from an outbreak of the measles. 

It’s a national disgrace that today — just five years from the 21st century - the 
United States (the world’s most advanced country with the best medical care 
available) ranks down there with many Third World bloc countries when it comes 
to immunization and vaccination standards. 

Immunizations and vaccinations are preventive medicine . Extensive medical 
and scientific evidence demonstrates that every dollar invested in childhood 
immunization saves ten dollars in future health care costs. There is no reason why 
AFDC, WIC or Food Stamp recipients should not have their children properly 
immunized, particularly when free — or discounted — immunizations and 
vaccinations are widely available in many communities. 

Block Granting Welfare Can Give States More Flexibility: 

In recent weeks, there has been considerable speculation in the news media 
about ongoing negotiations between Republican Governors and Members of 
Congress about making welfare a block grant program. Essentially, these 
discussions revolve around the idea of taking many different federal programs, with 
their myriad of conflicting rules and regulations, and instead simply giving States a 
block grant of funds with some basic federal guidelines, and allowing States the 
flexibility to implement the welfare program they think suits their needs. 

While I believe that this idea has considerable merit, I want to be clear about 
my thoughts on a related topic: some have suggested that, in addition to "block 
granting welfare programs", the Congress should also change the status of this 
funding from entitlement-based to discretionary-based part of the federal budget. 

I have some very strong concerns about proposals of this nature. For the 
Committee’s hearing record let me state my views on this idea categorically: 
Children must not go hungry or homeless! If ensuring that children do not go 
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hungry and homeless means welfare remains an entitlement program, so be it. 

However, I am hopeful that if we put our minds to it we can resolve this 
dilemma while still retaining the fiscal accountability that came with defusing the 
entitlement mentality. 

We all know the kind of political games that can be played — by both the 
President and Congress — over those programs in the discretionary part of the 
budget. In the past, some discretionary programs were intentionally underfunded 
by Congress with the goal of forcing the President to request supplemental 
appropriations. Once this happened. Members of Congress have had a bonanza 
loading up all sorts of unrequested items onto the President’s supplemental 
appropriations bill - you know what I’m talking about, the good old-fashioned 
"Christmas Tree" approach to legislating. 

That’s why I believe that those programs that feed and protect our children 
should remain entitlement-based, not discretionary. We must not let this happen to 
those welfare programs that feed and protect our children. We simply cannot 
allow this kind of political gamesmanship to infect these essential programs. 

The resolution to these seemingly irreconciliable goals may be what 
subcommittee chairman Shaw referred to over the weekend on a television show as 
a contingency-based system. Such an approach has been variously characterized as 
a "back-stop", a "trigger", or a "safety net" system. 

In fact, today’s Wash Post quotes chairman Shaw as noting we could model a 
new welfare program "after the unemployment compensation program. We pay 
into an unemployment fund every year, and states can draw it down during times 
of high unemployment. We could set up a similar welfare fund that would be 
triggered in times of economic downturn." I completely agree, and hope that the 
House will follow our distinguished Subcommittee chairman’s lead on this issue. 

In any event, we must declaratively construct an fall-back mechanism so that 
during recessionary pteriods encountered either regionally by the states or during a 
national recession, that protects those who truly need such protection. I am aware 
that there are some who optimistically believe that the savings incurred by the 
block grant approach will more than offset the costs incurred during recessions. 

But I would suggest that based on solid data this may be too close for comfort to a 
"pie in the sky" outlook. We need to proceed very, very carefully in this respect. 

With that said. I’ll conclude my statement. 

Again, I thank Chairman Shaw and the Subcommittee for providing me with 
this opportunity to testify on the need to reform our welfare system and on some of 
the solutions that I believe we must enact. At this point in time. I’d be more than 
happy to answer any questions that the Subcommittee’s members might have. 
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H.R. 195, INTERSTATE CHILD SIJPPORT ENFORCEMENT ACT 

Sponsored by 

Congresswoman Marge Roukema 

Comprehensive legislation implementing the recommendations of the C.S. 
Commission on Interstate Child Support Enforcement. 

Key provisions: 


* Requires new paternity establishment initiatives, including mandatory hospital-based 
paternity programs. 

* Simplifies paternity establishment process, and, in contested paternity, shifts the burden 
of proof to a hither who has already acknowledged paternity. 

* Definitively authorizes "direct service" — the procedure by which a parent owed child 
support can have the "deadbeat" spouse’s wages garnished. When direct service is 
used, success rates can be as hi^ as 80%. 

* Requires States to criminalize willful failure to pay child support, and utilizes civil and 
criminal penalties on "deadbeats*. 

* Improved location of non-custodial parents and support order establishment. Creates a 
new line on the federal W-4 for every new employee to indicate child support 
obligations. 

* Improves and updates the national computer network connecting state child support 
offices. Expands data bases to include the National Criminal Information Center 
(NCIC), quarterly IRS estimated tax reports; state motor vehicle registration; state 
bureau of corrections; occupational and professional licensing departments; public utility 
companies and credit repotting agencies. 

* Withholds of drivers’ and occupational licenses from "deadbeat parents’ who owe back 
child support. This gets to the problem of wage garnishment for the self-employed. 

* Increases use of credit reporting and garnishment. 

* Creates uniform, national subpoenas to simplify burdensome paperwork requirements. 
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Mr. Camp. Thank you very much. 

Hon. Lamar Smith. 

STATEMENT OF HON. LAMAR S. SMITH, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 

Mr. Smith of Texas. Thank you, Mr. Chairman. 

Mr. Chairman, as Chairman of the Immigration Subcommittee, 
I appreciate the opportunity to testify on the subject of immigrants 
and welfare reform. In reforming welfare, some tough questions 
about immigrants must be addressed. Should this Nation allow 
noncitizens to disproportionately take advantage of America’s lim- 
ited welfare resources while ignoring its own citizens? The system, 
as it is currently being used, is fundamentally unfair to American 
taxpayers and American workers. 

It is unfair to ask hardworking citizens, who already pay the 
highest taxes in American history, to foot the bill for welfare, hous- 
ing, and unemplo 3 ment compensation for noncitizens. A recent 
study estimated the annual net cost of providing means-tested cash 
public assistance to immigrants, deducting the amount they pay in 
taxes, is at least $16 billion per year. 

About 9 percent of immigrant households receive cash welfare as- 
sistance, compared to 7.4 percent of native households. Immigrants 
on the average receive about 30 percent more in public assistance 
than the native bom. According to the Social Security Administra- 
tion, immigrant recipients of Supplemental Security Income, or 
SSI, increased 370 percent between 1982 and 1992 compared to 
just a 39 percent overall increase. 

Since 1882, our immigration policy has been — I wonder if that is 
a typo or not on the title there. Since 1882, our immigration policy 
has been able to exclude those who are likely to become public 
charges, however, very few prospective immigrants are excluded on 
these grounds. From 1988 to 1993, for example, the percentage of 
annual public charge exclusions at overseas consulates ranged from 
0.6 to 6 percent. 

I will speed it along so we will be able to leave after the 5 min- 
utes. 

Once in America, a negligible number of immigrants are de- 
ported for becoming public charges, since the required affidavit of 
support is unenforceable under current case law, and other rel- 
evant laws are weak. The Immigration and Naturalization Service 
stopped counting the number of annual deportations in 1980 be- 
cause it was so minimal. 

The Personal Responsibility Act currently does not contain any 
provisions to strengthen the sponsorship requirements in our immi- 
^ation laws. And I m-ge this Subcommittee to consider strengthen- 
ing the law governing sponsorship, including a detailed definition 
of public charge, and deeming a sponsor’s income and assets to the 
alien through citizenship. The affidavits should be made legally en- 
forceable, and financial criteria for eligibility should be required of 
sponsors. 

The Subcommittee also should consider narrowing the period 
during which refugees are allowed to receive public assistance. 
Currently, refugees are provided with public assistance through the 
Department of Health and Human Services for their first 3 years 
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in the United States. After this time, they are allowed to receive 
Federal and State general assistance indefinitely, without sponsor- 
ship or threat of deportation. 

According to a 1990 study, refugees had a cash assistance wel- 
fare participation rate of 16 percent. The average amount of cash 
or assistance received by a refugee household on welfare was 
$7,000, compared to $4,800 for other immigrants and $4,000 for na- 
tives. 

I would also urge the Subcommittee to consider a provision al- 
lowing States to follow Federal classifications of citizens and 
noncitizens in determining eligibility for their welfare programs. If 
welfare programs are block granted to the States, but Congress 
does not address the issue of eligibility on the basis of citizenship. 
States will be required to continue to provide assistance to 
noncitizens. This would have a significant negative financial im- 
pact on State governments. 

Regardless of the exact restrictions placed on providing welfare 
assistance to noncitizens. Congress can and should empower the 
States to follow its direction. Our goal, as stated in section 201(c) 
of the act is to, “give States the flexibility to design their own wel- 
fare-to-work programs and to decide who must participate in such 
programs.” The administration of welfare is most effective at the 
level closest to the people. Congress should give States a high de- 
gree of flexibility in administering their welfare programs. 

It is important that the spirit of the Personal Responsibility Act 
not be abandoned. The net fiscal benefit from title IV alone, accord- 
ing to the CBO, is roughly $22 billion over 5 years. 

The debate over welfare reform, however, is not just over $22 bil- 
lion. Welfare is more a behavioral issue than a budgetary issue. 
Welfare destroys the recipient’s work incentives, encourages the 
breakdown of the family and creates dependency down generations. 
In the words of former President Ronald Reagan, “You cannot cre- 
ate a desert, hand a person a cup of water, and call that compas- 
sion. You cannot build up years of dependence on government and 
dare call that hope.” 

What is true for citizens is equally true for those who want to 
become citizens. Mr. Chairman, thaiik you for allowing me to tes- 
tify. 

[The prepared statement follows:] 
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Statement of Rep. Lamar Smith (R-TX) 

Before the Human Resources Subcommittee 
Regarding Title TV of the Personal Responsibility Act of 1995 

January 30, 1995 


Mr. Chairman, as Chairman of the Immigration Subcommittee, I appreciate the 
oppoitunity to testify on the subject of immigrants and welfare refoim. 

When Republicans signed the Contract With America on September 27, we did so 
because we believed in its vision for America. The American people made it veiy clear on 
November 8th that they not only embrace this vision, but expect us to implement it. 

In reforming welfare, some tough questions about immigrants must be addressed. Should 
this nation allow non-citizens to dispropoitionally take advantage of America's limited welfare 
resources while ignoring its own citizens? Hie system, as it is currently being used, is 
fundamentally unfair to American taxpayeis and workers. 

It is unfair to ask hard-working citizens, who already pay the highest taxes in American 
history, to foot the bill for welfare, housing and unemployment compensation for non-citizens. 
American taxpayers should not be forced to give their earnings to non-citizens. 

A recent study estimated the armual net cost of providing means-tested cash public 
assistance to immigrants, deducting the amount they pay in taxes, to be at least $16 billion. 
About 9 percent of immigrant households receive cash welfare assistance, compared to 7.4 
percent of native households. Immigrants on the average receive about 30 percent more in 
public assistance than the native-born.' According to the Social Security Administration, 
immigrant recipients of Supplemental Security Income (SSI) increased 370 percent from 1982 
to 1992, compiued to a 39 percent overall increase.’ 

Since 1882, our immigration policy has been to exclude those who are likely to become 
"public charges." However, very few prospective immigrants are excluded on these grounds. 
From 1988 to 1993, for example, the percentage of annual public charge exclusions at overseas 
consulates tanged from point 6 to 6 percent.’ 

Once in America, a negligible number of immigrants are deported for becoming public 
charges, since the required affidavit of support is unenforceable under current case law, and 
other relevant laws are weak. The Immigration and Naturalization Service stopped counting the 
number of armual "public charge" deportations in 1980 because it was so minimal. 

The Personal Responsibility Act currently does not contain any provisions to strengthen 
the sponsorship requirements in our immigration laws. I urge the Subcommittee to consider 
strengthening the law governing sponsorship, including a detailed defurition of public charge, 
deeming a sponsor's income and assets to the alien, and an extension of the guarantee through 
citizenship. The affidavits should be made legally enforceable, and financial criteria for 
eligibility should be required of sponsors. 

The Subcommittee also should consider narrowing the period during which refugees are 
allowed to receive public assistance. Currently, refugees are provided with public assistance 
through the Department of Health and Human Services for their first 3 years in the United 
Stales. After this time, they are allowed to receive Federal and State general assistance 
indefinitely, without sponsorship or threat of deportation. 


'CEoaoE I. BoaiAS, Immioration and Wectaxe 1970-1990. 
’REioaT op the Social Securtty Aomuiistration. 


‘Statistician’s Office, Consular Bureau, U.S. DePARTiaENT of State. 
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The Penonal Responsibility Act seeks to limit the period during which refugees can 
receive public assistance to 6 yeais. While this is a step in the right direction, I would urge the 
Subcommittee to consider amending the current language to 3 yean. This is a reasonable 
amount of time for a person to secure employment and begin assimilation into society. Any 
exemption for refugees must be seen in light of the fact that refugees have a higher welfare 
participation rate than other immigrants, even after 20 years In the United Slates.* 

According to a 1990 study, refugees bad a cash assistance welfare participation rate of 
16 percent. The average amount of cash assistance received by a refugee household on welfare 
was $7,000, compared to $4,800 for other immigrants and $4,000 for natives.* 

I would also urge the Subcommittee to consider a provision allowing States to follow 
Federal classifications of citizens and non-citizens in determining eligibility for their welfare 
programs. If welfare programs are block-granted to the States, but Congress does not address 
the issue of eligibility on the basis of citizenship. Slates will be required to provide assistance 
to those with the highest rate of welfare use. This would have a significant negative financial 
impact on Slate governments. 

Regardless of the exact restrictions placed on providing welfare assistance to non-citizens. 
Congress can and should empower the Stales to follow its direction. Our goal, as stated in 
Section 201(c) of the Act, is to 'give Stales the flexibility to design their own welfare-lo-work 
programs and to decide who must participate in such programs.* The administration of welfare 
is most effective at the level closest to the people. Congress should give Slates a high degree 
of flexibility in administering their welfare programs. 


It is important that the spirit of the Personal Responsibility Act not be abandoned. The 
net fiscal benefit from Title IV alone, according to the (fongressiona] Budget Office, is roughly 
$22 billion over 5 yean. 

The debate over welfare reform, however, is not over $22 billion. Welfue is more a 
behavioral issue than a budgetary issue. Welfare destroys the recipient’s wort incentives, 
encourages the breakdown of the family unit, and creates depeorlency down generations. In the 
words of former Presideal Ronald Rea^; 'You caruxit create a desert, hand a person a cup of 
water, and call that compassirm. You cannot build up years of dependence on govenunent and 
dare call that hope.* What is true for citizens is eqi^y true for those we want to become 
citizens. 

Mr. Chairman, thank you for allowing me to testify. I would be happy to answer 
questions. 


'aBoaoB I. Boaisa, IttunRATioN amd WscrAsa 1970-1990. 
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Mr. Camp. Thank you all very much. 

Mr. Collins may inquire. 

Mr. Collins. Thank you, Mr. Chairman. I just want to take a 
moment to thank each of the panelists for being with us and offer- 
ing their input into this very complex issue as we try to reform the 
cvurent welfare system. A lot of the people that I have the oppor- 
tunity to represent say we don’t need to reform it, we need to re- 
place it. It was evident in the November 8 elections when many 
working people across this country just finally went to the polls 
and said, enough is enough. 

We have heard a lot in recent days about shrinking paychecks, 
paychecks today being equivalent — or minimum wage being equiva- 
lent to 40 years ago. I think a lot of that has come from the stand- 
point that the gross on checks has increased but the net has de- 
creased or the difference between them has increased, leaving less 
net, and that is what made people go to the polls and make a new 
change in November. 

We are looking at the block grant program that will give flexibil- 
ity, one that will require funding through appropriations each year 
so that we can make sure that if there is a recession, that we are 
able to take care of those needs of the States and not, again, put 
an unfunded mandate on them. 

But as we address welfare reform, and we talk about work pro- 
grams, we are going to have to address the area of job creation. 
Along with welfare reform, as I know that many Members of this 
body will support, I hope they too will support the tax initiatives 
that we are putting forth that will increase the cash flow with the 
private sector, enhancing the economy of the private sector, creat- 
ing jobs in the private sector. 

So as we try to replace the current welfare system, as we have 
today, with one that requires more responsibility, requires work, 
encourages work, has an incentive to work, that our colleagues will 
also support those initiatives. 

Thanks again for being here. 

Mr. Camp. Thank you. 

Ms. Dunn may inquire. 

Ms. Dunn. Thank you very much, Mr. Chairman. And I am sorry 
to have missed yovu" testimony, panel, but I was kept in my office 
with a constituent meeting. 

Mrs. Roukema, I wanted to tell you that I support your efforts 
to include child support in this welfare replacement plan that we 
are working on. Today Representative Bilirakis came and testified 
before us on a plan for 

Mrs. Roukema. Bilirakis did you say? 

Ms. Dunn. Yes, that is right, and Henry Hyde has additional leg- 
islation. I am trying to track those because they are all along the 
line of making the paternity — making the establishment of pater- 
nity part of this whole process and then making sure that that sec- 
ond parent is there to help in the support of the child. 

Have you looked at that legislation? Does it mesh with what H.R. 
195 says? 

Mrs. Roukema. Absolutely. That is one of my recommendations 
and it is one of the chief recommendations in the Interstate Child 
Support Enforcement Commission, that you establish but require 
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the mother to cooperate in establishing paternity at the time of 
birth at the hospital. 

That cooperation must he required and if — it doesn’t mean that 
you are always going to find or identify legally with DNA testing, 
and so forth, in 100 percent of the cases the father, but the experi- 
ments in the States have been excellent in terms of indicating tre- 
mendous success, child support officials, and child advocates have 
indicated tremendous success. Therefore, if — following that, if pa- 
ternity is not established or cooperation is not established, AFDC 
and WIC payments would be denied, but there has to be coopera- 
tion. 

Now, that not only helps us in terms of getting some support, fi- 
nancial support for the child, but even more than that, it helps es- 
tablish the principle that we are trying to reestablish, which is 
male responsibility and restoration of a family unit. It is moving 
us in that direction, so it serves both purposes. 

Ms. Dunn. Good. Personal responsibility is something that we 
have tried to achieve, certainly in our Contract With America pro- 
posal. 

Mrs. Roukema. I have included that in my statement but I didn’t 
have time to go through it verbally. 

Ms. Dunn. Have you had a chance to look at the Hyde or the 
Bilirakis legislation? 

Mrs. Roukema. Well, I have been working with Congressman 
Hyde and Congressman Bilirakis over a number of years, and I 
think that we have always been consistent in our legislative goals. 
I don’t — I have not looked at this piece. It may have just been for- 
mulated and I am not aware of it. It is not the one left from last 
year? This is a new form of legislation? 

Ms. Dunn. The Hyde is the IRS proposal of last year, and I 
wanted to use your background in knowing whether this is a bene- 
fit for us. 

Mrs. Roukema. If that is what you are referring to, I misunder- 
stood the question. Yes, I have conferred with Congressman Hyde 
and with his staff and we are trying to work with them completely 
on that. I do understand that IRS has some problems with it. But 
we are trying to work that out and work in a cooperative way, and 
I would expect that we would be able to come up with a unified 
piece of legislation. 

Ms. Dunn. Great. Representative Smith, 1 wanted to ask you, as 
I read your testimony, you talk about strengthening the sponsor- 
ship rules. Could you speak more about that? 

I too am very interested in that because I think that is where 
more of the load should fall, rather than back on the government 
for legal immigrants. 

Mr. Smith of Texas. I appreciate your asking and let me re- 
spond to see if you want to follow up in any more detail. As things 
stand right now, our immigration laws require an individual to be 
a sponsor of an immigrant or a prospective immigrant who wants 
to come over to our country. And part of that requirement is that 
the sponsor has to say that they are financially able to take care 
of the immigrant to make sure that the immigrant does not become 
a “public charge,” which is contrary to immigration laws. 
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There are two problems with that. First of all, the affidavit that 
the sponsors are required to sign saying that they have the finan- 
cial resources to assure that this individual, this immigrant, will 
not become a public charge, is unenforceable and in fact never en- 
forced. So you have a shell of a law in that particular instance. 

The other problem is that on the other side, in the case of the 
consultants who are screening these individuals, over the last 5 
years, only an average of about 2 percent have ever been excluded 
because they might become a public charge, which strikes many 
people as being a very, very low figure. So you have a problem on 
the end where the immigrants are actually applying, you have a 
problem on this end, because the affidavit of support is unenforce- 
able and, therefore, you end up with a situation as we see, where 
immigrants are out of proportion as far as being on the welfare 
rolls. 

And we also see, unfortunately, that the longer an immigrant is 
in this country, the more likely they are to find themselves on wel- 
fare, with the result that a typical immigrant receives 30 percent 
more than a typical citizen when it comes to total welfare benefits. 

The other problem I mentioned is that for good or for bad, and 
this applies to a very small minority of immigrants, there are those 
individuals who, with the assistance of other individuals and orga- 
nizations, do their best to game the system, to take advantage of 
the generosity of America. And that is why, for example, in one of 
the figures that I gave, you saw where the number of immigrants 
on SSI has increased 370 percent over the last 10 years, which is 
about 10 times as great of an increase as the population at large. 
So those are the kind of abuses that I hope that we can find ways 
to solve. 

Mr. Camp. Thank you. 

There is a vote on. And I think we all better get there. 

This hearing will recess until 10 minutes after the last vote. 

I do just want to commend Representative Smith for your efforts 
in Texas on reforming welfare and general assistance, and let you 
know that I am very supportive of the direction that Representa- 
tive Kleczka and McCrery are going with SSI reform, and appre- 
ciate your testimony in bringing that to the Committee. 

The Subcommittee is in recess. 

[Recess]. 

Chairman Shaw. We will reconvene. 

We are sort of on uncharted ground right now, not knowing ex- 
actly what is going to go on with the House floor. I have asked the 
Members to take turns going back and forth like a tag team. For 
those of you who have not been on the floor, the problem that we 
are facing right now is that we awe having 10 minutes debate on 
each amendment, and then a vote, 10 minutes debate, and a vote, 
10 minutes debate, and a vote, which is going to be very disruptive 
to the process. 

I would like to ask the Members of panel eight to come to the 
witness table, and we can go ahead and proceed. 

Ms. Woolsey, I see you are with us. 

Who else do we have on this panel? 
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OK, Mr. DeFazio, will you please join us. We have your written 
testimony, which will become a part of the record, and you may 
proceed as you see fit. 

I would like to say one other thing for the last panel. 1 am going 
to make a point to be sure to get you through tonight, because I 
know some of you are from out of town, and I want to accommodate 
your schedule so you won’t have to come back. 

When we finish hearing from this panel, I will defer to our 
guests who are not our colleagues because we can have a makeup 
date for our colleagues. 

OK, Mr. DeFazio you may proceed. 

STATEMENT OF HON. PETER A. DeFAZIO, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OREGON 

Mr. DeFazio. Thank you, Mr. Chairman. 

I am accompanied by Tandi Graff who is a member of my staff, 
and she will take most of my time. But what 1 would like to say 
to the Committee is that I think there is certainly broad agreement 
now on reform. The question is: Are there viable models out there, 
viable State models in particular? 

I would like to offer the State of Oregon, in particular the JOBS 
Program in the State of Oregon, as a viable model, one with a good 
track record. In the 4 years of the JOBS Program, Oregon has had 
nearly 20,000 AFDC recipients get jobs through the program. And 
at this point, 79 percent of those people are still gainfully em- 
ployed, and genera^y at an average wage of $6 an hour, which in 
the State of Oregon is a pretty decent wage. It is not great, but it 
is a pretty decent wage. 

Some of the proposals being considered by the Committee would 
be problematic. In particular, the restrictions on unwed teen moth- 
ers. I just had a wonderful visit with the Unwed Teen Mother Pro- 
gram in my State, and I would be happy to expand at some length 
on that, if the Committee has questions, and also the requirements 
requiring paternity establishment. But what I would like to do, Mr. 
Chairman, is defer the remainder of my time, and hope that per- 
haps you might even extend a couple of minutes to Tandi Graff on 
my staff who is a graduate of the JOBS Program and is now my 
Washington, DC, receptionist and her son Jordan who is with her 
here. 

[The prepared statement follows:] 
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Statement of Congressman Peter DeFazio 
Ways and Mean Committee Hearing on Welfare Reform 
January 30» 1995 


Mr. Chainnan. I appreciate the opportunity to speak before the Ways and Means 
Committee today. Everyone from policy wonks to recipients themselves agree that our 
welfare system needs reform; programs that foster self-sufficiency and serve as a ladder to 
climb. Bui when we reform a system that serves as the only .safety net between poor and 
hungry families and a life of homelessness and desolation, we must move carefully. Our 
policy recommendations should reflect sound, academic research and the experiences of those 
receiving assistance. Our changes should be based on what programs work, not shallow, 
politically expedient rhetoric. Reforms should solve the problems of poverty and hunger, 
moving people off welfare for better lives. Cutting p>eopIe off assistance without helping 
them reach self-sufficiency is denial, not reform. Changing welfare means making it work 
better for those it serves, not denying that they exist. 

The Personal Responsibility Act pretends that if we punish the poor and ignore the 
resulting suffering, the problem will somehow go away. The problem will not go away. 
Taxpayers will pay for these problems whether they are addressed at the federal level or 
punted (o the state level. The PRA, in fact, proves to be the biggest unfunded mandate ever 
passed by this or any Congress. 

I am proud to share with you the results of my home state of Oregon's approach to 
welfare. The Oregon Aid to Families With Dependent Children program is linked directly to 
(he Oregon JOBS program, thus making Oregon's system highly successful. At the 
beginning of this biennium, experts predicted Oregon's AFDC caseload would increase by 12 
percent. Remarkably, at the end of this biennium, Oregon’s AFDC caseload will actually 
liave been reduced by 5 percent since 1993. Given the expected increase, this decrease 
actually reflects a 17 percent decline in the Oregon AFDC caseload. 

During the first three years of the Oregon JOBS program, the number of individuals 
placed in employment rose to more than 800 per month. The total number of clients finding 
work during that time total 19,450. Their average wage was $6.00 an hour. After 18 
months off welfare and in a job, 79 percent of the former AFDC recipients remain 
employed. 

In Oregon, the number of low-incomc individuals in the slate and the number coming 
into the state have remained constant with the previous years’ averages, thus the JOBS 
program is credited with this significant reduction. 

Oregon stands alone among its Western counterparts. While Oregon's AFDC 
caseload dropped, Alaska saw a 0.5 percent increase. California a 4. 1 percent increase. 

Idaho a .5.2 percent increase, Nevada a 7.25 percent increase, and Washington a 0.82 percent 
increa.se. 

Why is Oregon succeeding? Many Western states view their JOBS program as a 
separate program from their AFDC program, with little coordination between the two 
programs. Oregon sees its welfare program as a JOBS program with an emphasis on self- 
sufficiency and work for every client. Oregon meshes training and education with life skills 
and support services, concentrated on moving each individual toward permanent employment. 
Every AFDC client attends a JOBS orientation workshop, goes through a rigorous initial job 
search for 3 weeks with case management support to test their Job readiness and the labor 
market, participates in the Life Skills course that helps to make AFDC clients "Job-ready," 
and finally receives education, training and/or work experience at a site. 

After the initial job search, AFDC clients are often depressed by their seemingly 
bleak employment prospects and further doubt (heir abilities. The search is necessary to 
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filter out easily employable clients and fo expose clients to the market, but the Life Skills 
class is necessary to build clients self-esteem and to prepare them for success in the job 
market. The Life Skills class is attributed with part of Oregon’s success. This course 
enables clients to become ready to work, by improving their self-esteem, teaching interview 
skills and resume writing, adapting current life skills to the job market, educating about the 
work culture, planning living budgets, learning how to apply for a Job, dealing with issues of 
emotional and physical abuse, and making them believe that a better life is possible. 

Oregon's AFDC program focuses on work from the day the client enters the program 
until the day the client leaves the program fora job. Clients work with case managers to 
develop individualized plans based on their needs for advancement (counseling, dnig/alcoiiol 
treatment, child care, transportation, food benefits, housing). 

The Oregon JOBS program is strengthening Oregon families by moving parents into 
the world of work. Besides a paycheck, these families have higher self-esteem that regular 
employment brings to them, a better environment for their children, fewer problems related 
to poverty such as family violence and substance abuse and a greater chance to end 
generational poverty, especially for teen parents. 

Unlike many other states, Oregon’s JOBS program is locally driven, shaped by the 
AFDC office, community colleges, unemployment offices, child care providers and 
employment services •• it’s owned by the community, thereby reducing the hostility toward 
welfare recipients. Community people believe in these partnership programs and know they 
work. 


The state of Oregon has taken the responsibility to help build responsibility and self- 
sufficiency in individuals receiving AFDC. Oregon provides the necessary services to il.s 
AFDC recipients so they are empowered to move off welfare and into the workforce. 

Tlie Personal Responsibility Act (PRA) could seriously jeopardize my slate's 
successful program, Oregon’s AFDC program is effective without a punitive approach and 
accepts all eligible low-income families, regardless of their specific circumstances. The 
Personal Responsibility Act would dictate to Oregon who could participate in the AFDC 
program, reducing the eligible number, but not decreasing anyone’s poverty or making them 
self-sufficient. 

From iny discussions with AFDC clients, I know that the Personal Responsibility Act 
won’t solve tlie problem of poverty. Instead, it passes the problem off to my state with more 
regulation and less money to move people out of poverty. 

Under the PRA, the categorical groups of people currently served and lielped by the 
Oregon program would be excluded. These groups would -- regardless of their poverty -- be 
denied AFDC: 


Uuwed teen mothers: 

*■ Unwed teen mothers under 18 and (heir children would be denied all AFDC benefits. 
States would be permitted to extend this provision to cover children bom to unwed 
motliers under 2 1 . 

► Tlie woman and her child become eligible for AFDC only if the mother marries the 
biological father or if (he parent with custody marries someone wlio legally adopts the 
child. 

► The child bom out-of-wedlock wears the Scarlet Letter for life and is pennanently 
ineligible for benefits, unless the mother married during the lime period before 18, or 
21 at the state's option. The woman only becomes eligible for AFDC with 
subsequent children after she has passed the stale age-iiinit. If a non-teen woman 
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applies Un AFDC when her child is seven years of age, Inil had llic child as an 
unwed teen, the ntolher and the child remain ineligible because she had the child as 
an unwed teen. 

► The Oregon AFDC and JOBS programs connect teen mothers back to the educational 
system. Eighty-five percent of the teens are in high school, the highest rale in the 
nation. Others are gelling their GEDs. 

Additional Children: 

► Any additional child bom while on AFDC or any child bom while the mother 
received AFDC at any given point in the ten months before its birth is denied all 
benefits permanently . 

► An additional child increases the AFDC benefit by $65 a month. This is surely not 
an incentive to have more children when the cost of this child far exceeds the benefit. 

Families playing by the rules, but unable to find work: 

► Stales must set a maximum life-time welfare limit of five years, but states could make 
tlic limi) as low as two years. Under the PRA, upon reaching the lime limit 
established by a state, a family would be permanently barred from receiving both 
cash assistance and subsidized work slots . Regardless of recessions, high 
unemployment rates or lay-offs, no AFDC could be received after the time-limit 
expiration. 

► The unemployment rate was 5.7% in Oregon in 1994. 

Paternity: 

► AFDC would be denied to children whose paternity has not been established legally . 
E.xceptions are provided for cases of rape and incest when legally proven only if the 
state detennines efforts to determine the paternity could result in physical danger to 
the mother. 

► 29 percent of all children currently on AFDC do not have established paternity. 
Despite best efforts, 35.2% of all of our currently eligible children have no 
established paleniity. This would deny over 19.000 children any assistance. 

► On average, states lake one-two years to establish legal paternity even after the 
imnlier has provided all necessary information. Children and their mothers would be 
denied AFDC during this period, even when the mothers cooperate. 

► The Personal Responsibility Act has no provisions for child support enforcement to 
make fathers more responsible. In fact, the PRA caps the available funds for child 
support enforcement. 

Legal immigrants: 

► Legal immigrants would be denied all federal benefits, including AFDC. food stamps, 
housing assistance, job training , child care. These people pay the same taxes as 
citizens. 

► In my stale of Oregon, I know of several women who would be hurt by this 
provision. One woman immigrated from Germany thirteen years ago and worked for 
the last ten in an eleven dollar an hour job. One year ago she was laid off from her 
job and has been unable to find employment. She had to get a restraining order 
against her abusive husband. She would be denied aid under the PRA. 

The PRA would drastically cap spending on a broad array of anti-poverty programs 

that Oregon uses to move people off welfare. This would cause Oregon a tremendous cost 

burden, ultimately, costing Oregon taxpayers millions in additional spending. The PRA sets 
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tlie cap at the amount a ppropriated on these programs the preceding year, spiraling down the 
amount of funding available each year. The cap includes: housing, child support 
enforcement (often seen as welfare prevention), child care, all food & nutrition programs, 
and the JOBS program . 

The PRA requires states to have 50 percent of their AFDC recipients In work programs 
by 2003. In Oregon, only 25-30 percent of the AFDC program participants are currently in 
the JOBS program. There are more who wish to participate, but sufficient funding is simply 
not available to pay for job training. Oregon already far surpasses the necessary federal-state 
match to enable 25-30 percent to participate. With caps on all the anti-poverty programs, 
and cuts in the JOBS money, Oregon could never meet this demand without slashing other 
programs (ie education) or raising taxes. 

Currently in Oregon, AFDC recipients who are ready to enter job training (iflen have 
to wait over 2 months just to enter Life Skills and job training. The PRA requires work, but 
drastically cuts overall job training funding. 

In addition, the PRA eliminates the entitlement status of food stamps and AFDC. 
Oregon would not get monies based on its needy, eligible population, but instead a yearly 
capped appropriation. There would be ng extra money for recessions, natural disasters, or 
high unemployment. 

Finally, the PRA repeals most JOBS niles, including what type of social services 
must surround mandatory work requirements, and forces recipients to work below iniiilmum 
wage standards. States would not be required to provide any basic education services, 
occupational training or job search assistance. The federal government would he abandoning 
its responsibility to help these people move cm! of poverty. 

Under the PRA, states would be required to establish a workfare program and meet a 
work participation rate (50 percent by 2(X)3) in exchange for benefits. States could require 
any recipient - regardless of how long she had received assistance or her particular 
circumstances or lack of social services -* to work in exchange for her benefits. No one 
would be exempt, even women caring for disabled kids. 

The PRA would cut services Oregon uses to move people off welfare such as child 
care, JOBS, child suppoit enforcement, and housing assistance. Without these programs, 
Oregon's poor would be far worse off and the state's successful JOBS program would be 
crippled. What Oregon does works! 

I am proud to introduce an Oregon success story -- Tandi Graff. 
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STATEMENT OF TANDI GRAFF, RECEPTIONIST, OFFICE OF 
REPRESENTATIVE DeFAZIO, EUGENE, OREGON 

Ms. Graff. Hi, my name is Tandi Graff, and I work for Con- 
gressman Peter DeFazio. I was an unwed 19-year-old mother who 
turned to the welfare system for help. When I became pregnant, I 
was enrolled in college, and I was trying to be responsible for my 
actions. I had been using birth control for a year. While I am 
prochoice, I couldn’t choose abortion for myself, and giving my child 
away to another person to raise seemed tremendously irrespon- 
sible. 

I was working while going to school, delivering pizzas until 1 and 
2 o’clock in the morning. I searched for other jobs but without more 
experience, this job was the best that I could find. 

I was pregnant during the winter, and terrified that the late 
hours and icy roads would jeopardize my baby. I finally quit my job 
to become a nanny, in exchange for room and board. 

Thanks to the WIC Program I was able to receive nutrition coun- 
seling, parenting classes and breast feeding instruction. In addition 
to WIC, I was able to get quality prenatal care through the Medic- 
aid Program. Without these programs, I wouldn’t have known that 
I had a slow weight gain problem and wasn’t eating enough cal- 
ories. 

Thanks to my medical care and WIC assistance, I knew that I 
had done everything possible to have a healthy baby. Fortunately, 
Jordan was bom with no health problems. 

The cheapest apartment that I could find cost $295 a month. 
Without including clothes, toiletries and other baby expenses, my 
basic monthly needs exceeded my AFDC check by over $100. Food 
stamps paid for our food, and, fortunately, my breast feeding 
helped cover most of my son’s meals for the first year. 

I went into great debt trying to live within these means and pay 
all my necessary expenses. Life on welfare was anything but luxu- 
rious and easy. I was constantly worried about how I would make 
it from day to day, and one extra bill could make doing laundry im- 
possible. 

When my son was 1 year old, I began the first phase of the JOBS 
Program, the job search. I had to make at least 10 job contacts a 
week. I was so discouraged. I knew that I could do so many of the 
jobs that I found, but without the experience, no one would give me 
a chance. 

Finally, I was hired by a screen printing shop at $5.25 an hour. 
I was able to keep my Medicaid, WIC and about $20 in food 
stamps. With that my income was about $840 a month, but I still 
had to pay $100 a month for my child care above the subsidy that 
the government gave me. 

My bills remained about $500 a month, plus $100 for day care 
and about $150 for food. Luckily, my son’s day care provided him 
with USDA nutritious breakfasts and lunches, making my food 
bills more affordable, but it still left me with a little bit under $100 
a month to pay back my debt that I had accumulated while I was 
unemployed, to buy baby clothes and other necessary items. 

Without the child care subsidy and Medicaid, I wouldn’t have 
made it. After 11 months at my job, I was laid off, and I was back 
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in the JOBS Program. I attended a life skills class that helped me 
learn interview skills and how to write a resume. 

In addition, it helped repair my badly damaged self-esteem. Then 
I took a computer training course for 3 weeks, I was doing so well 
on the JOBS Program that I was offered a special opportunity to 
do my volunteer work experience with Congressman Peter 
DeFazio’s district office. 

I worked there for 2V'2 months and was actively looking for other 
jobs. Then the good news came, I was offered a job in the Congress- 
man’s Washington, DC, office. 

The Oregon JOBS Program and AFDC Program gave me enough 
startup money to help me make the move, to pay my first month’s 
rent and to fly my son to the District of Columbia. Without this 
help, the move would have been impossible. It was still extremely 
hard. 

My child care costs are still exorbitant, and I receive a small day 
care subsidy from the DC government. I pay $184.50 a month, and 
this is the cheapest place that I can leave my son that I feel is safe 
and clean. 

Your proposal could have denied me aid as a young unwed moth- 
er. Your plan wants to cap the very job training that helped me to 
succeed. I cooperated with the county and State, but still the estab- 
lishment of paternity took 4 months. I would have been denied ben- 
efits during this time. 

I exceeded the 2 years on welfare and tried desperately to find 
a job, but they weren’t available. I don’t think we should encourage 
teenage pregnancy. Give teens birth control, counseling, education 
and real opportunities so that they have choices for a better life. 
But, I don’t think we should punish innocent poor children for the 
choices of their parents. When you punish mothers for decisions 
you disapprove of, you only hurt the children and do nothing to im- 
prove their lives. 

Reform welfare if you wish, but do so by making job and edu- 
cation training, better quality and more available. Do something 
about the lack of livable wage jobs, personalize each AFDC recipi- 
ent’s plan, don’t penalize for marriage, and help those who want to 
work but need child and health care assistance. Solve the problem, 
don’t ignore it. 

I challenge you to hand in your paychecks for 1 month and live 
on welfare. You will discover that it is not a luxurious lifestyle. I 
had no self-respect. I knew I was a better mother during those 
times when I wasn’t worried about paying for my basic survival. 

Are you trying to get people off welfare by solving problems or 
are you punishing them for the choices that you disagree with? If 
you are trying to solve the problem, go back to the drawing board, 
and listen to people like me. 

You may have to put out a little bit more money in the beginning 
for job and education training, but this saves you money in the 
long run. We need jobs that pay decent wages, we need day care 
assistance and health care. If you help us escape poverty, we, too, 
can be productive, taxpaying citizens. This would be a responsible 
government investment. 

[The prepared statement follows:] 
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Statement of Tandi GrafT 

Staff Member of Rep. DeFazio, Former AfDC Recipient 

Hello. My name is Tandi Graff and I w(Mic for Congressman Peter DeFazio. 1 was 
an unwed 19 year-old mother who turned to the welfare system to feed and shelter my child 
and eventually find employment that paid me a livable wage. When I became pregnant. I 
was enrolled in college. I was trying to be re^nsible for my actions and had been using 
birth control for one year. While I am pro-choice. I couldn't choose abortion myself. And 
giving my child away for another person to raise seemed tremendously irresponsible. 

I was working while going to school delivering pizzas until one and two o'clock in 
(he morning. I searched for other jobs but without more experience, this job was the best I 
could find. I was pregnant during the wimerand terrified that the late hours and icy roads 
and sidewalks might jeopardize my baby. I fliutlly quit my job to become a nanny in 
exchange for room and board. 

Thanks to the Women. Infant and Child Special Supplemental Nutrition Program. I 
was able to receive nutrition counseling, parenting classes and brea.sl feeding ins(nic(ion. In 
addition to WIC, 1 was able to get quality prenatal care through tire Medicaid program. 
Without these programs, I wouldn’t have l^wn that I had slow weight gain problems and 
wasn't eating enough calories. 

Thanks to my medical care and WIC assistance. I knew that 1 had done everything 
possible to have a healthy baby. Fortunately. Jordon was bom without any health problems. 

I was using the Medicaid and WIC Program which gave me specific food coupons to buy 
about S35 dollan worth of eggs, milk, cheese, juice, cereal and peanut butter. In addition, I 
received $395 a month from AFDC and $192 a month from Food Stamps. This totaled $587 
a month. I qualified for housing assistance and Section 8 rental assistance, but the waiting 
list was over three years long. 

The smallest and least expensive ofK-bedroom apartment I could find cost $295 
month, diapers ran about $40 month, monthly utilities including phone service cost $75 
month, laundry mat and detergent cost $30 mcmih and the gas and insurance for my $600 car 
cost $65 month. This totaled $505 a month. The limited public transportation made it 
necessary for me to keep my car. Without including cloth<», toiletries, and other baby 
expenses, my monthly needs exceeded my AFDC check by $1 10. Food stamps paid for our 
food and fortunately my breast feeding helped cover most of my son’s meals for his first 
year. For six months. I received $50 from my son's father for child support before he lost 
liis job. And I went into great debt trying to live within these means and pay all of my 
necessary expenses. Life on welfare was anything but luxurious and easy. 1 was constantly 
worried how 1 would make it from month to month and one extra bill could make doing 
laundry impossible. 

When my son was one year old. I began the first phase of the JOBS program, the job 
search. I had to make at least ten job contacts a week. I was so discouraged. I knew 1 
could do so many of the jobs I found, but witlKMit experience, no one would hire me. 

Finally, I was hired by a screen printing shop above the minimum wage at $5.25 a hour. 
Under the JOBS program, I was able to keep my Medicaid, WIC. and about $20 of Food 
Stamps. My income was $840 a month, but I still had to pay $100 a month above my child 
care subsidy for Jordon's care. My bills remained about $505 a month plus $100 for day 
care plus about $150 for food. My son's day care provided him with USDA hot. nutritious 
breakfasts and lunches, making my food bills more affordable. This left me under $100 a 
month to pay back my debt accumulated while I was unemployed and to buy baby clothes 
and other necessaiy items. I'll be in debt for years because of the time 1 was unemployed. 
Without the child care subsidy and Medicaid, I couldn't have made it. 

After eleven months at my screen printing job, I was laid off. I went immediately 
back into the JOBS program to search for other alternatives. 1 had more self-esteem and 
self-respect when I was working and I know I was a better mother during those limes when I 
wa.sn'i worried about paying for our basic survival. 

During this JOBS program job search, I only applied for jobs I could survive on. I 
was unsuccessful in finding any jobs so I entered the second phase of the Oregon JOBS 
program, the computer training and employment preparation for three weeks. During this 
lime, the program insisted that everyone continue to make four job conucts a week. 1 also 
attended a Life Skills class that helped me learn interview skills and how to write a resume; 
in addition, it helped repair my badly damaged self-esteem after forty job rejections and gave 
me moral support during (he frustrating search. 
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I was doing so well in the JOBS program that 1 was offered the special oppominiiy to 
do iny work experience with Congressman Peter DeFazio's district office. I worked there 
fur two and a half months and was actively looking for other medical and secretarial assistant 
[obs. Then, the good news came. I was offered a job in the Congressman’s Washington, 

DC office. 

The Oregon JOBS and AFDC programs gave me some extra stan-np money to help 
me make (he move, pay my first month of rent, and fly my son to D.C. Without this help, 
the move would have been almost impossible. Now, I can pay my own bills and be proud of 
what 1 do. My child care costs are still exorbitant so I receive a small day care subsidy from 
the D.C. government. I pay $184.50 a month and this is the cheapest place 1 could leave my 
son that was safe and clean. He doesn’t receive the attention and extra early childhood 
cdticaiion I would like, but it's the only place I could afford. 1 work with him each night at 
home and Tve brought extra books and puzzles to his day care. My goal is to get a two- 
bedroom apartment so my son has his own room and to make enough money to be able to 
afford quality, educational day care without subsidies. 

Your proposal would have made it possible for my state to deny me aid as a young 
unwed mother. Your plan wants to cap the very job training that helped me succeed. I 
cooperated with the county and slate, but still the e^blishmenl of paternity took four 
mouths. I would have been denied benefits during this time. 1 exceeded two years on 
welfare and I tried desperately to find a job, but they weren't available. 

Give teens birth control, counseling, education, and real opportunities so they have 
choices of a better life. 1 don't think we should encmjrage teenage pregnancy, but 1 also 
don't think we should punish innocent poor children for the choices of their parents. When 
you punish mothers for decisions you disapprove of, you only hurt the children and do 
nothing to improve their lot in life. 

Reform welfare if you wish, but do so by making job and education training belter 
quality and more available. Do something about the lack of liveable wage jobs. Personalize 
each AFDC recipient’s plan. Don't penalize for marriage and help those who want to work 
but need child and health care assistance. Solve the problem, don’t ignore it. 

I challenge you to hand in your paychecks and to live on welfare for a month. Yott’ll 
discover that this is not a luxurious lifestyle. You might be eligible for Section 8 or public 
housing, but these programs have so little money that the wailing list is years long. It’s 
difficult, trying, and discouraging. I had no self-respect when I was relying on AFDC. 

I ask you one simple question: Are you trying to get people off welfare by solving 
problems or are you punishing them for choices you disagree with? If you’re trying to solve 
the problem, go back to the drawing boards and listen to people like me. You may have to 
put out a little more money in the beginning for job and education training, but this saves 
you money you’ll have to pul out over years if you don't solve the problem. I only met one 
person the entire time I was on AFDC and in the JOBS program who wasn’t desperate to 
work. Her husband was disabled and she wanted to care for him and her children, but 
eventually even she was excited about finding a job. We need jobs that pay decent wages, 
wo need day care assistance, and health care. If you help us escape poverty, we too can be 
productive taxpaying citizens. This would be a responsible governtnenl investment. 



698 


Chairman Shaw. Thank you. 

Ms. Woolsey. 

STATEMENT OF HON. LYNN C. WOOLSEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 

Ms. Woolsey. Thank you, Mr. Chairman. 

Members of the Subcommittee, I thank you for allowing me the 
opportunity to testify today. My testimony is important to this de- 
bate, because I speak from experience, not from theory. 

I was a welfare recipient 27 years ago. I know the faults of the 
welfare system firsthand; 27 years ago, I was a working mother, 
I was single, I had three small children, and in order for me to get 
the child care and the health care benefits that they needed, I had 
to rely on Aid For Dependent Children, even though I was working. 

Make no mistake, I know the welfare system is broken. It doesn’t 
work for the recipients, and it doesn’t work for the taxpayers. 

The question is how do we make the system work to get families 
off welfare for good? My solution is to invest in innovative job 
training programs, in reinventing the welfare office, and revolu- 
tionizing child support collection. 

The fopublican proposal, on the other hand, to get people and 
families off welfare, does so by gutting the system, leaving millions 
of children without support and possibly on the streets. Fortu- 
nately, the majority is already hinting that its plan to spend $37 
billion a year on government-run o^hanages will not be pursued. 

While I am relieved by this decision, the public should not be 
fooled into thinking that the rest of the Republicans’ welfare reform 
plan, the Personal Responsibility Act, is not equally as damagiiig. 
The Personal Responsibility Act cuts off welfare benefits for mil- 
lions of poor children, children who through no fault of their own 
are bom to young, unmarried mothers. 

The Personal Responsibility Act thwarts our effort to end child- 
hood hunger by slashing funding for cmcial programs, such as food 
stamps and school lunches, and the act’s inflexible time limits will 
cast people off the welfare rolls permanently, regardless of whether 
there are jobs available. 

In my case, I had good job skills, I had a good education, and I 
certainly was healthy, and it took me 3 years to get off welfare. 
Strict time limits, particularly on individuals that do not have the 
advantages I had, will only result in increased poverty, hunger, 
and homelessness. 

The Republicans’ block grant proposal will reap similar results. 
While I support the ability of States to experiment with welfare 
programs, giving the States spending power over cmcial anti- 
poverty programs like food stamps and child care will hurt working 
Americans. Since pressure to cut these block grants will be strong- 
est in years of recession, working Americans will be denied assist- 
ance just when they need it the most. 

Wisconsin is a good case in point. While the State’s welfare case- 
load has been reduced, and I applaud them for this, it has been re- 
duced largely because of the State’s growing economy. Yet, the 
number of children living in poverty is dramatically increasing. 

Clearly, the key to welfare reform is to reduce the need for as- 
sistance, not the availability of assistance. We can start reducing 
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the need by implementing innovative training programs that pre- 
pare people for jobs that pay a livable wage. We can pass a welfare 
plan, no doubt about it, but it won’t solve the welfare reform prob- 
lem unless recipients can find jobs that they can afford to live on. 

We must also reinvent the welfare office. We can do that by es- 
tablishing a single, convenient location in each community where 
individual caseworkers assist recipients to make sure they get the 
job training and support services that they need, services such as 
child care and health care, so that they can permanently move into 
the work force. 

Finally, we must revolutionize child support collection. A com- 
prehensive welfare reform plan must recognize that the failiu'e to 
collect over $5 billion a year in child support, money that is owed 
each year to our children and money that is bankrupting our wel- 
fare system is not a State-by-State problem. As far as I am con- 
cerned, it is a national crisis, and it demands a national solution. 

Mr. Chairman, I thank you for hearing my testimony. I look for- 
ward to working with you on welfare reform. I beg the Committee 
not to use poor children in our country as scapegoats, but rather 
to invest in their future so they can lead strong productive lives. 

Thank you. 

Chairman Shaw. Thank you. 

Our next speaker will be Mr. Dickey of Arkansas. 

STATEMENT OF HON. JAY DICKEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS 

Mr. Dickey. Thank you, Mr. Chairman, and Members of the 
Committee. 

I would like to ask that my written statement be submitted for 
the record and then talk from it. 

I can’t testify firsthand like Congresswoman Woolsey can, but I 
can testify firsthand as to what I am hearing in my district. I have 
been told about the SSI disability abuse for many months now, 
over 2 years really, and I didn’t believe it at first, I could not be- 
lieve that something like this was going on, but as Lynn — Rep- 
resentative Woolsey — mentions, we have got to take care of the 
children. 

The SSI disability, known in my district as the crazy check plan, 
is disregarding the kids. It is encouraging them to be disruptive in 
class, to be an exception to the learning process and to be consid- 
ered outside of it for the benefit of the parents in getting and re- 
ceiving money. And that money, of course, is not being used for the 
kids, in some cases. 

I am not against any of these payments being given to people 
who are legitimately disabled. I Imow of a circumstance where a 
child had a speech impairment, and within 3 years was cured, was 
brought to where she could talk. It has been 7 years now, and she 
is still receiving SSI disability. 

It has gotten to where in my district there is almost an intimida- 
tion factor. The elected officials are intimidated because it looks 
like we are insensitive and we don’t care. The teachers are in the 
same situation, because they play a part in the behavioral disabil- 
ity determination, the teachers are intimidated, they have got 
enough to do as it is, and to have the parents come to them and 
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say, “declare my kid disabled” is a problem, and so they sign off, 
just to get the parents away so that they don’t have to face attor- 
neys and that sort of thing. 

It is an amazing amount of money that is going down the drain. 
As I have said, we are losing not only the kids because they are 
not learning on purpose, the ones that this is being abused by, but 
we are also losing the people that are paying the taxes, they are 
becoming mighty discouraged, paying taxes and watching these 
sort of things happening. 

We had a somewhat well-publicized circumstance in our district 
where the back pa 3 mients were $43,000, given to the parents, and 
the last thing that was told to that parent is, you know, you have 
to spend that money within 6 months or it will affect your welfare 
payments. When those stories get out, it affects us all, and we have 
got to somehow bring it into a reasonable type of solution. 

I have filed a bill, H.R. 224, that says that we will treat this on 
a voucher basis, and I think it is a very simple bill. Of course, it 
would have to be, if I wrote it, but it just says that we are not 
going to pay the money, we are going to get out of the currency of 
dollars and go to vouchers so that if there is speech therapy that 
is needed, if there is counseling that is needed, that we pay the 
provider, and that we don’t pay the parents. 

I think in doing that, we will serve these groups of people in this 
order — the students themselves will become learners and won’t be 
working the system, trying to be a nonlearner. We will help the 
economy, our government’s spending program and help the deficit 
by not spending money that we don’t need. We will help those peo- 
ple who are going month-to-month, paying taxes and seeing the 
waste that is going on in government in this particular cir- 
cumstance. 

I don’t know why it is that there is a proliferation of this in my 
district, but it just seems that there are specific geographic pockets 
with this type of abuse going on. We could stop all of this with this 
bill or something that is equivalent to it. 

I would sincerely like for you all to consider my testimony, con- 
sider the benefits of these restrictions, and bring some kind of solu- 
tion to the problem. 

Thank you very much. 

[The prepared statement follows:] 
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Mr. Chairman and members of the subcommittee, thank you tor 
the opportunity to testify regarding abuse in the Supplemental 
Security Income (SSI) program. I ask that my written statement be 
submitted for the record. 


I have a strong interest in resolving the problems of abuse in 
the SSI program and have introduced legislation that would rectify 
the problem. H.R. 224 would convert cash SSI payments to medical 
vouchers in cases where the recipient is under age 18. I am aware 
of other proposed legislative solutions and am eager to support any 
and all efforts that will help these children. 

Last year, 1 became aware of allegations that some parents 
encourage their otherwise healthy children to act "mentally 
disabled" in order to qualify for SSI benefits. I am alarmed at these 
reports. 

I want to stress that 1 do not intend to diminish or trivialize 
the fact that deserving disabled childrerr receive benefits from the 
SSI program. I am concerned, however, with some parents who 
encourage their children to misbehave in school to increase their 
chances of receiving SSI benefits. 

Mr. Chairman, the problem with the child disability portion of 
the SSI program lies in the definition of a child's disability. Before 
1990, the definition included a specific list of 182 disabilities, one 
or more of which the child must manitest. A claimant had to show 
that his or her impairment matched the criteria of the listed 
disabilities. 


The new definition was derived by the U.S. Supreme Court in 
its 1990 decision Suilivan v. Zebley . It kept the list of 182 
disabilities but added a step for those child claimants who did not 
meet the criteria of the list. That extra step allowed child 
claimants with "unlisted impairments" to show that they were 
equally disabled. These "disabilities" include any impairment which 
reduces the child’s ability to grow, mature, or engage in "age 
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appropriate" activities. This has opened the door for parents who 
want to defraud the American taxpayer to encourage their children 
to act "inappropriate" for their age. 

In addition, if a child’s application was rejected under the 
previous and stricter definition, the Supreme Court has allowed 
those children to receive a lump-sum payment for the amount they 
would have received for the tl,me elapsed since the application was 
rejected. However, they must spend if within six months. Lump- 
sum payments of $15,000 to $20,000 are not uncommon. 

In Arkansas, allegations have arisen that parents use SSI 
benefits to buy items not directly related to the medical or 
therapeutic aid of the child; Taxpayer money, meant to benefit a 
disabled child, is being used to purchase television sets, video 
games, furniture, and automobiles. 

If this were not already enough, each child in a family receives 
a separate payment. So, a family with three children, each receiving 
SSI payments averaging $400 per month, would receive $14,400 per 
year in tax-free government benefits. I read in the newspaper of 
another case where a family with nine SSI-eligible children received 
more than $39,000 per year in tax-free benefits. None of fhe money 
was spent on therapy, however, since all nine children have therapy 
provided FREE under the early childhood intervention program. 

Mr. Chairman, I asked the IRS to do some estimates of gross 
income which would yield a net yearly income of $39,600, or a net 
monthly income of $3,300. The IRS explained there are many 
variables based on the specifics of a given family situation, but 
generally they provided the following estimates: 

For a family with 14 dependent children, with the mother and 
father residing at home, or with just one parent at home, they 
would have to earn a Gross Income of approximately $85,150 
dollars per year to realize a net monthly income of $3,300. 

(This assumes allowed child and personal deductions ($2,450 
each], and a $6,350 deduction for either joint filing, or head of 
household filing if just one parent fs living in the home. It 
assumes the family is renting, with no other major 
deductions). 

Just for comparison purposes, for a more average family of 
four - mother, father and two dependent children, they would 
require approximately $55,000 in gross income per year to 
realize a net monthly income of $3,300, given the same basic 
deductions and assumptions as above. 

Specifically, the following are eight cases of abuse that have 
been related to me in my southern Arkansas District: 

(1) In a family with nine children, five of those children are 
receiving SSI payments. All nine children were born out of 
wedlock before fhe mothers 25th birthday. The mother, 
herself, grew up on welfare and might be termed a product 
of the welfare system. 
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(2) The brother of the mother in case #1 lives with his girlfriend 
and 6 children, four of whom receive SSI benefits. Without a 

„ doubt, the family is living in poverty. The community brought 
food to the family for both Thanksgiving and Christmas last 
year. However, the mother acknowledges she has used SSI 
payments to finance a gambling trip. 

(3) One mother has eight children, one of which receives SSI 
benefits. The father of the children sexually abused 6 of the 
eight children and is now serving a prison sentence, but not 
before he used the $3,000 SSI back payment to buy drugs and 
alcohol. The family has no furniture in the house and they 
generally live in filthy circumstances. The children have 
obviously not benefited from SSI. 

(4) A woman with two children, both of whom are receiving SSI, 
has been very vocal about not wanting her children to receive 
help for their disabilities, in fear of losing their SSI benefits. 

(5) A family with two children receive SSI for one child who was 
diagnosed at age 3 with a speech impairment. Speech therapy 
helped the child overcome the speech impairment. The child Is 
now 7 years old, she has been out of speech therapy for 3 
years, but continues to receive SSI benefits. 

(6) One mother receives SSI for each of her five children, even 
though the children do not live with her. In conjunction with 
the monthly payment, she also received a large back payment 
of SSI benefits. It is doubtful her children are benefiting from 
any of this money. 

(7) A family of 9 receives $2300 per month Is SSI benefits. The 
parents also have significant mental problems and are unable 
to properly manage their own financial resources, let alone 
$2300 SSI payments. In the end, the children do not benefit 
from the SSI program. 

(8) All eight children of one mother were born out of wedlock and 
receive SSI payments. Again, all dight children are enrolled in 
special education classes at school, even though the school has 
recommended that five of the children be dismissed because 
they are performing on their age appropriate grade level. The 
mother refuses to acknowledge this fact, however, in fear of 
being denied the SSI benefits. 

Mr. Chairman, I respectfully request that this subcommittee 
include reform of the SSI program as part of the welfare reform 
package. My constituents are very interested in seeing this problem 
resolved. Addressing the problem in the context of welfare reform 
will go' a long way to solve the problem. 

Thanks for the opportunity to bring this issue to the attention 
of the committee. 


### 
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Chairman Shaw. Thank you. 

I have a short statement that Bill Emerson asked me to read 
into the record, in that he is chairing what is going on in the House 
now and can’t appear with this panel. Representative Bill Emerson 
is Chairman of the Subcommittee on Department Operations and 
Nutrition of the House Agriculture Committee. 

He will not be able to testify in person because he is chairing a 
hearing on unfunded mandates. Mr. Emerson is very interested in 
welfare reform and intends to work closely with Chairman Shaw 
and the Human Resources Subcommittee. 

[The prepared statement of Mr. Emerson follows:] 
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STATEMENT OF THE HONORABLE BILL EMERSON 

SUBCOMMITTEE ON HUMAN RESOURCES 
COMMITTEE ON WAYS AND MEANS 
JANUARY 30, 1995 


THANK YOU MR. CHAIRMAN. I APPRECIATE YOUR KIND INVITATION TO 
APPEAR BEFORE THIS SUBCOMMITTEE TO DISCUSS A VITAL SUBJECT. I WANT TO 
TAKE THIS OPPORTUNITY TO SET FORTH MY IDEAS ON REFORMING THE 
WELFARE SYSTEM. I AM GUIDED BY THE WORDS OF ABRAHAM LINCOLN "THE 
DOGMAS...OF THE...PAST ARE INADEQUATE TO THE PRESENT. WE MUST THINK 
ANEW AND ACT ANEW." I BELIEVE IT IS ESSENTIAL TO CAREFULLY DEFINE 
WHAT IS CONSIDERED TO BE WELFARE AND WHICH PROGRAMS SHOULD BE 
INTEGRATED WITH ONE ANOTHER AS WE CONSIDER REFORM OF THE PRESENT 
DEBILITATING SYSTEM NOW IN PLACE. 

THERE ARE PROGRAMS THAT PROVIDE PUBLIC ASSISTANCE DIRECTLY TO 
INDIVIDUAL FAMILIES THROUGH CASH BENEFITS OR FOOD COUPONS; PROGRAMS 
PROVIDING WORK OR TRAINING TO GET ABLE-BODIED PEOPLE TO WORK; 
PROGRAMS THAT PROVIDE MEALS IN SCHOOLS AND OTHER INSTITUTIONAL 
SETTINGS; PROGRAMS THAT PROVIDE DISTRIBUTION OF COMMODITIES TO 
HUNGRY PEOPLE; AND, PROGRAMS LINKING HEALTH AND FOOD. THE ACTUAL 
NUMBER OF PROGRAMS AVAILABLE TO NEEDY FAMILIES IS IN EXCESS OF 125, 
WITH 80 OF THESE PROGRAMS CONSIDERED MAJOR PROGRAMS WITH A COST IN 
EXCESS OF $300 BILLION IN FEDERAL, STATE, AND LOCAL TAX DOLLARS. THERE 
ARE MORE PROGRAMS NOW FOR PROVIDING PUBLIC ASSISTANCE TO POOR 
FAMILIES THAN ANY TIME IN THE PAST, SERVING MORE PEOPLE AND COSTING 
MORE MONEY. THERE MUST BE A BETTER WAY TO HELP LOW-INCOME PEOPLE 
BECOME TAXPAYERS. WE CURRENTLY HAVE A WELFARE MAINTENANCE 
SYSTEM, NOT ONE DESIGNED TO PROVIDE TEMPORARY ASSISTANCE AND HELP 
PEOPLE RECLAIM OR GAIN A LIFE. 

MOST NEEDY FAMILIES COMING IN TO SEEK PUBLIC ASSISTANCE NEED 
HELP IN AT LEAST THREE CATEGORIES; CASH AND THE ACCOMPANYING 
MEDICAL ASSISTANCE, FOOD, AND, HOUSING. THE RULES AND REGULATIONS 
FOR THESE PROGRAMS ARE DIFFERENT AND IN MANY CASES CONFLICTING. IT 
DOES NOT MAKE SENSE FOR THE FEDERAL GOVERNMENT TO SET UP PROGRAMS 
FOR POOR FAMILIES AND THEN ESTABLISH DIFFERENT RULES FOR ELIGIBILITY. 
WE NEED ONE PROGRAM THAT PROVIDES A BASIC LEVEL OF ASSISTANCE FOR 
POOR FAMILIES; SETS CONDITIONS FOR RECEIPT OF THAT ASSISTANCE, 
INCLUDING WORK; AND THEN LIMIT THE AMOUNT OF TIME FAMILIES CAN 
RECEIVE PUBLIC ASSISTANCE. SINCE THE PROBLEMS FACING THESE FAMILIES 
IN MISSOURI ARE NOT THE SAME AS THOSE FACING FAMILIES IN FLORIDA. OR 
NEW YORK CITY, OR KANSAS CITY, I BELIEVE THAT STATES MUST BE ALLOWED 
TO DEFINE THE ELIGIBILITY CRITERIA FOR THIS NEW PROGRAM, WITHIN THE 
BROAD GUIDELINES ESTABLISHED BY CONGRESS. 

OVER THE PAST TWELVE YEARS I HAVE SERVED EITHER AS RANKING 
REPUBLICAN ON THE NUTRITION SUBCOMMITTEE OF THE AGRICULTURE 
COMMITTEE AND OR THE SELECT COMMITTEE ON HUNGER. I HAVE LOOKED AT 
THESE WELFARE PROGRAMS IN DEPTH; I HAVE VISITED SCORES OF WELFARE 
OFFICES, SOUP KITCHENS, FOOD BANKS; 1 HAVE SPOKEN TO THOSE 
ADMINISTERING THE WELFARE PROGRAMS AND THE PEOPLE RECEIVING THE 
ASSISTANCE. I AM VERY CONCERNED ABOUT WHAT I SEE AS A "TURF PROBLEM" 
IN THE HOUSE AS WE CONSIDER REFORMING WELFARE. COMMITTEES TAKE A 
PAROCHIAL VIEW OF WELFARE REFORM AND LOOK ONLY TO THE PROGRAMS 
OVER WHICH THEY HAVE JURISDICTION. FOR EXAMPLE, WAYS AND MEANS SEES 
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IT AS BASICALLY AFDC; ECONOMIC AND EDUCATIONAL OPPORTUNITY SEES IT 
AS JOB TRAINING; AND, AGRICULTURE AS FOOD ASSISTANCE. I DO NOT PRETEND 
TO HAVE ALL OF THE ANSWERS TO THE PROBLEMS FACING US IN THIS WELFARE 
REFORM DEBATE; I DO KNOW THAT 1 WANT TO COOPERATE WITH THIS 
COMMITTEE, AND OTHERS, TO DEVELOP PROGRAMS THAT HELP ABLE-BODIED 
PEOPLE RECEIVING ASSISTANCE BECOME TAXPAYERS; PROVIDE BENEFITS TO 
THOSE WHO CANNOT WORK; AND, PROVIDE FLEXIBILITY TO THOSE 
ADMINISTERING THE PROGRAM. 

I LEARNED DURING MY YEARS SERVING ON THE SELECT COMMITTEE ON 
HUNGER THAT ANY ONE PROGRAM DOES NOT COMPREHENSIVELY PROVIDE 
WELFARE FOR POOR FAMILIES; IT TAKES TWO OR MORE OF THE CURRENT 
PROGRAMS TO PROVIDE A BASIC LEVEL OF HELP. WHEN THERE ARE TWO OR 
MORE PROGRAMS WITH DIFFERENT RULES AND REGULATIONS PEOPLE FALL 
THROUGH THE CRACKS IN THE SYSTEM AND ALSO TAKE ADVANTAGE OF THE 
SYSTEM. THIS MUST STOP. HOW ANYONE COULD DEFEND THE PRESENT 
STRUCTURE AND SYSTEM IS A PUZZLE TO ME; UNLESS IT IS PERSONS WHO 
BENEFIT ILLICITLY FROM THE FRACTURED WELFARE MESS WE FIND OURSELVES 
IN TODAY, BE THEY WELFARE RECIPIENTS WHO TAKE ADVANTAGE OF THE 
SYSTEM OR ADVOCATES WHO THRIVE ON THE POWER DERIVED FROM 
ESTABLISHING NEW PROGRAMS. ADVOCATES OF A HUMANE SYSTEM, A COST- 
EFFECTIVE SYSTEM, AN EFFICIENT SYSTEM, A SYSTEM THAT HELPS PEOPLE UP, 
OFF AND OUT COULD FIND LITTLE SOLACE IN THE CURRENT SYSTEM. 

OVER THE PAST YEARS I HAVE COME TO THE CONCLUSION THAT AN 
EFFECTIVE WELFARE SYSTEM IS ONE THAT ENCOMPASSES WHAT 1 REFER TO AS 
ONE-STOP-SHOPPING. WE NEED A LOT OF INTEGRATION, CONSOLIDATION, AND 
AUTOMATION AND NONE OF THESE "TOOLS" IS MUCH A PART OF THE SYSTEM AT 
THIS TIME. THIS CONCEPT TAKES THE MULTIPLE WELFARE PROGRAMS NOW IN 
PLACE AND TRIES TO BRING SOME COHESION TO THEM. 

ONE CiOOD EXAMPLE IN THE WELFARE REFORM SCHEME IS THE PROGRAM 
IN DELAWARE, SET UP BY OUR COLLEAGUE MICHAEL CASTLE AND HIS 
PREDECESSOR, PETE DU PONT, WHEN THEY WERE RESPECTIVELY GOVERNOR. 
DELAWARE IS AS "STATE OF THE ART" IN DOING A GOOD JOB AS YOU CAN GET 
IN THE CURRENT MAZE OF FEDERAL REGULATIONS. IN ORDER TO ACHIEVE THE 
REFORM DELAWARE WANTED, THEY HAD TO APPLY TO THE FEDERAL 
GOVERNMENT FOR A MYRIAD OF WAIVERS. DELAWARE, BEING THE 
MICROCOSMIC STATE THAT IT IS, WAS ABLE TO DO THIS WELL. OTHER STATES 
HAVE SOUGHT OR ARE SEEKING WAIVERS FROM THE FEDERAL RULES AND 
REGULATIONS TO ESTABLISH SOME TYPE OF REFORM OF THE PRESENT WELFARE 
SYSTEM. GOVERNORS IN PARTICULAR RECOGNIZE THAT THE SYSTEM IS BROKEN 
AND NEEDS TO BE FIXED. THIRTY STATES HAVE SOUGHT OR ARE SEEKING 
WAIVERS FROM THE FEDERAL GOVERNMENT TO REFORM ALL OR A PART OF THE 
STATE WELFARE SYSTEM. 

IT IS AMAZING TO ME THAT THIS MANY STATES HAVE SOUGHT TO CHANGE 
THE WELFARE SYSTEM THEREBY RECOGNIZING THE FAILURE OF THE PRESENT 
SYSTEM, WITHOUT ANY ACTION ON THE PART OF CONGRESS TO CHANGE THE 
SYSTEM AS WELL. THERE HAS ALSO BEEN A RECALCITRANT BUREAUCRACY. 
AND THERE IS A TURF PROBLEM IN THE BUREAUCRACY THAT PROBABLY 
EXCEEDS THE TURF PROBLEM IN CONGRESS. HOW MANY MORE STATES MIGHT 
TRY TO INSTITUTE REFORMS BUT FOR THE MAZE OF BUREAUCRACY THEY MUST 
GO THROUGH TO ACHIEVE WAIVERS? WHAT WE HAVE NOW IS NOT A WELFARE 
SYSTEM AIMED AT MOVING FAMILIES OFF OF WELFARE AND ONTO THE 
TAXPAYERS ROLLS, BUT A MAINTENANCE SYSTEM THAT THWARTS STATE 
INITIATIVE AND DIVERSITY AND POORLY HELPS POOR FAMILIES, EXASPERATES 
THE FRONT LINE ADMINISTRATORS RUNNING THE PROGRAMS, AND IS A 
FRUSTRATION AND BURDEN TO THE PEOPLE PAYING FOR THIS DISASTROUS 
SYSTEM. 



707 


I CONSIDER THE ONE-STOP-SHOPPING APPROACH COMPATIBLE WITH THE 
CONCEPT OF BLOCK GRANTS, GIVING STATES THE AUTHORITY TO DESIGN A 
COMPREHENSIVE WELFARE PROGRAM UNDER BROAD GUIDELINES ESTABLISHED 
BY CONGRESS, WITH APPROPRIATE ACCOUNTABILITY TO ASSURE PROPER 
EXPENDITURE OF THE TAXPAYERS’ MONEY. STATES HAVE BEEN THE 
LABORATORIES FOR CHANGE. THEY CAN ADAPT TO THE UNIQUE REGIONAL OR 
PAROCHIAL CIRCUMSTANCES MUCH QUICKER THAT THE FEDERAL GOVERNMENT. 

I WANT TO HELP REFORM THE SYSTEM; I WANT TO CHANGE THE WAY WE 
DELIVER THIS HELP TO POOR FAMILIES; AND, I WANT TO DO IT IN AN EFFICIENT, 
COMPASSIONATE, AND COST-EFFECTIVE MANNER 

THANK YOU MR CHAIRMAN. I APPRECIATE THIS OPPORTUNITY TO SHARE 
MY VIEWS WITH THE COMMITTEE. I LOOK FORWARD TO WORKING WITH YOU 
AND OTHER MEMBERS OF THE COMMITTEE. 
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Chairman Shaw. At this point, I would ask if there are any col- 
leagues that wish to inquire. 

Mr. Rangel. 

Mr. Rangel. Thank you, Mr. Chairman. 

Mr. Becerra. Mr. Chairman, I have not had a chance to 

Mr. Rangel. Congressman Dickey, I 

Chairman Shaw. Oh, I am sorry, I beg your pardon. I forgot Con- 
gressman Becerra. 

I didn’t see you take your place there. I beg your pardon. 

Please proceed as you wish. Your full statement will be made a 
part of the record. 

STATEMENT OF HON. XAVIER BECERRA, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 

Mr. Becerra. Thank you, Mr. Chairman. I would ask that my 
written statement be submitted for the record. 

I would like to first begin by thanking the Chairman and, of 
course, all the Members of the Committee for convening this par- 
ticular hearing on welfare reform. And I would say that we have 
reached that juncture where we can reach for some meaningful re- 
form in welfare and the whole debate on this system. 

Unfortunately, I come here today to express my great concern 
with the welfare proposal that is under consideration, H.R. 4. The 
most widely publicized provisions of H.R. 4 would drastically re- 
strict funds and eligibility for Aid to Families with Dependent Chil- 
dren, the AFDC Program. 

If this proposal were in full force today, there are estimates that 
at least 5 million children, more than half of the AFDC workload, 
would lose all cash assistance. These are not the only disconcerting 
aspects of H.R. 4, in my mind, however. 

This legislation not only proposes to cut off at least half of the 
children currently receiving benefits, it also intends to cut legal im- 
migrants off from the very start. Though they have received less 
attention than other provisions of the bill, the provisions of H.R. 
4 that address immigrant eligibility for Federal benefits are breath- 
taking in their scope. 

H.R. 4 would completely withdraw the safety net from nearly all 
immi^ants, including legal immigrants, immigrants who have 
been invited into this country by excluding them from some 52-odd 
programs. Immigrants would be barred from all the major Federal 
programs for job training and human investment, as well as those 
that provide nonemergency health care, nutrition, housing, and 
cash assistance for women, children, seniors, and persons with dis- 
abilities. 

For example, the following people that I describe would be 
deemed unworthy of support under H.R. 4 — a pregnant woman who 
is a legal immigrant would not be eligible for WIC, Women Infant 
and Children Program, though she is preparing to give birth to 
what will be a U.S. citizen; a 7-year-old child legally present in the 
United States would be denied foster care and adoption assistance 
upon the death of her parents; a 23-year-old woman legally present 
in the United States forced to flee her home from an abusive hus- 
band could be denied services coordinated by a battered woman’s 
shelter; a 35-year-old man granted political asylum here after flee- 
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ing torture in his native land for his religious beliefs and, there- 
fore, legally present in the United States, could be ineligible to re- 
ceive canned goods from the food bank run by his local church. A 
60-year-old woman who immigrated legally when she was 15 years 
of age and who has worked in the United States all her life would 
be rendered ineligible for Medicaid to treat a dangerous condition 
of her heart. 

The savings which accrue as a result of denying benefits to legal 
immigrants represents less than 3 percent of the total budget of 
the affected programs. The total savings over 4 years which comes 
from block grants, capping funding and ending entitlement status, 
comes to less than 1 percent of the national budget. 

I strongly support reappraisal of our welfare system and govern- 
ment spending. In this case, however, it seems that a great nvunber 
of people woidd be hurt for almost an insignificant financial gain. 
The Nutrition Block Grant Program which would withdraw an av- 
erage of 13 percent of Federal funding from States, would also ex- 
clude immigrants, but consider this; First, following World War II, 
the Congress approved the National School Lunch Act “as a meas- 
ure of national security to safeguard the health and well-being of 
the Nation’s children.” 

Second, the Child Nutrition Act of 1966 was enacted “in recogni- 
tion of the demonstrated relationship between food and good nutri- 
tion in the capacity of children to develop and learn.” 

And, third, in 1982, the Supreme Court held in the case of Plyler 
V. Doe, that immigration status is irrelevant when the right to edu- 
cation is considered. 

One must ask is the health and well-being of our children no 
longer an issue of the national security? For decades our govern- 
ment at every level has recognized the value and the consequences 
associated with nutrition and protection of our children. Just re- 
cently on January 24, 1995, President Clinton in his State of the 
Union Address, thoughtfully declared: “I still don’t think we can in 
good conscience punish poor children for the mistakes of their par- 
ents.” 

I encourage this panel and this Congress to reject any proposal 
that has as its base a return to segregation. This time, segregation 
where one group is stigmatized and denied access to programs sim- 
ply because the group’s members were not born in this country, re- 
gardless of how productive, how patriotic or how deserving they 
may be. 

Except for voting and working in certain classified government 
positions, legal immigrants undertake every single responsibility 
that U.S. citizens do, including paying the same taxes and defend- 
ing this country in time of war. By some estimates, legal immi- 
grants pay in excess of $25 billion more in taxes to all levels of gov- 
ernment than they take out in public services. Legal immigrants 
serve this country in virtually every respect, risking their lives and 
fortunes to protect and promote the United States of America. 
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In conclusion, Mr. Chairman, I would only urge that this Con- 
gress be mindful that in reforming welfare, our country’s most im- 
portant resource is its people, especially its children. To neglect 
them would be a prescription for disaster. 

Mr. Chairman, in a country as industrious and progressive as 
oims, we can reform with reason for the welfare of our people. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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Good afternoon. I would first like to thank Chairman Shaw and 
the members of the subcommittee for convening these important 
hearings on the issue of welfare reform. There is no question 
that we have reached a juncture where meaningful reform can be 
had. 

Unfortunately, I come here today to express my great concern with 
the welfare proposal under consideration, HR4 . The most widely 
publicized provisions of HR4 would drastically restrict funds and 
eligibility for Aid to Families with Dependent Children. HR4 
would also eliminate the food stamp and other federal nutrition 
programs. These programs would be consolidated into a block 
grant to the states with substantially less funding made 
available thereby. 

If this proposal were in full force today, at least 5 million 
children — more than half of the AFDC caseload would lose all 
cash assistance. 

These are not the only disconcerting aspects of HR4. This 
legislation not only proposes to cut off at least half of the 
children currently receiving benefits, it also intends to cut 
legal immigrants off from the very start . 

Though they have received less attention than other provisions of 
the bill, the provisions of KR4 that address immigrant’ 
eligibility for federal benefits are breathtaking in their scope . 
HR4 would completely withdraw the safety net from nearly all 
immigrants, including legal immigrants — immigrants who were 
invited to this country — by excluding them from 52 programs. 
Immigrants would be barred from all of the major federal programs 
for job training and human investment, as well as those that 
provide non-emergency health care, nutrition, housing, and cash 
assistance for women, children, seniors, and persons with 
disabilities. For example, the following people would be deemed 
unworthy . Under HR4: 

. A pregnant woman who is a legal immigrant would not be 
eligible for WIC, even though she is preparing to give 
birth to what will be a U.S. citizen. 

A 7-year-old child, legally present in the United 
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States . would be denied foster care and adoption 
assistance upon the death of her parents. 

A 23-year-old woman, legally present in the United 
States , forced to flee her home from an abusive 
husband, could be denied services coordinated by a 
battered women's shelter. 

. A 35 year-old man, granted political asylum here after 
fleeing torture in his native land for his religious 
beliefs, and therefore legally present in the United 
States . could be ineligible to receive canned goods 
from the food bank run by his local church. 

. A 60-year-old woman who immigrated legally when she was 
15 years old, and who has worked in the United States 
all her life, would be rendered ineligible for Medicaid 
to treat her dangerous heart condition. 

The rationale behind excluding these people is that the 18 
billion dollars "saved" would be better used elsewhere. In fact, 
the savings which accrue as a result of denying benefits to legal 
immigrants represent less than 3% of the total budget of the 
affected programs. The total savings over four years which come 
from block grants, capping funding, and ending entitlement 
status, comes to 59 billion dollars, which is less than one 
percent of the national budget. 

I strongly support a reappraisal of our welfare system and 
government spending. In this case, however, it seems that a 
great number of people would be hurt for an almost insignificant 
financial gain. 

The nutrition block grant program, which would withdraw an 
average of 13% of federal funding from states, would also exclude 
immigrants. But consider this: 

1. Following World War II, the Congress approved the 
National School Lunch Act "as a measure of national 
security, to safeguard the health and well-being of the 
nation's children." 

2. The Child Nutrition Act of 1966 was enacted "in 
recognition of the demonstrated relationship between 
food and good nutrition in the capacity of children to 
develop and learn . " 

3. In 1982, the Supreme Court held in the case of Plvler 
vs . Doe that immigration status is irrelevant when the 
right to education is considered. 

Is the health and well-being of our children no longer an issue 
of national security? Is there some new evidence disproving the 
relationship between nutrition and learning? Is it the intent of 
HR 4 to change our constitution? 
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For decades, our government at every level has recognized the 
value — and the consequences — associated with nutrition and 
protection of our children. On January 24, 1995, President 
Clinton in his state of the Union Address thoughtfully declared 
"I still don't think we can in good conscience punish poor 
children for the mistakes of their parents." 

Reports indicate that the Senate will not pass welfare reform 
legislation which would cut off benefits to immigrants. Other 
proposals floated in the House of Representatives would allow 
individual states to decide whether immigrants will be barred 
from aid. I encourage this panel and this Congress to reject any 
proposal that has at its base a return to segregation — this 
time, segregation where one group is stigmatized and denied 
access to programs simply because the groups' members were not 
born in this country, regardless of how productive, patriotic, or 
deserving they may be. 

Except for voting and working in certain government classified 
positions, legal immigrants undertake every responsibility that 
U.S. citizens do, including paying the same taxes and defending 
this country in time of war. By some estimates, legal immigrants 
pay in excess of $25 billion more in taxes to all levels of 
government than they take out in public services. Legal 
immigrants serve this country in virtually every respect, risking 
their lives and fortunes to protect and promote the United states 
of America. 

In conclusion, I would only urge that this Congress be mindful 
that in reforming welfare our country's most important resource 
is its people, especially its children. To neglect them would be 
a prescription for disaster. Mr. Chairman, in a country as 
industrious and progressive as ours, we can reform with reason 
for the welfare of our people. 
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Mr. Rangel. I just wanted to thank the panel for their testimony 
and apologize that it is coming so late in the evening. 

Chairman Shaw. Thank you all. 

We are going to recess. The next panel that I will call up is the 
final panel, with Rev. Fred Rammer, Mary Nelson, Rabbi David 
Saperstein, and Larry Jones. They will be properly introduced 
when we come back. 

The status of the House floor schedule is that we have a 15- 
minute vote on the floor, of which there is probably about 7 or 8 
minutes left, and this will be followed by a 5-minute vote, then we 
will be back to conclude the hearing with the final panel. 

In regard to the panel immediately preceding this one, we will 
decide later this evening whether to offer the time to them this 
evening or to put them off until another date, but they are made 
up of our colleagues who are going to be here anyway and avail- 
able, so they will be heard. 

We will stand in recess. 

[Recess.] 

Chairman Shaw. If Rev. Frank Rammer and Mary Nelson, Rabbi 
David Saperstein and Rev. Larry Jones would come to the witness 
table. 

Reverend Rammer, if you would proceed. We have each of your 
written statements that ^vill be made a part of the permanent 
record. You may proceed as you see fit. 

STATEMENT OF REV. FRED HAMMER, S.J., PRESmENT, 
CATHOLIC CHARITIES USA, ALEXANDRIA, VIRGINIA 

Reverend Rammer. Thank you. My name is Fred Rammer. I am 
the president of Catholic Charities USA. We are pleased to have 
this opportunity to testify about the need for welfare reform. We 
agree with many of your goals to modify welfare policies in such 
a way as to strengthen families, encourage work, and give children 
a better chance to escape poverty. 

We hope to share our experience to help you shape a plan that 
will reach those goals without creating other imintended adverse 
consequences. 

Catholic Charities USA is the Nation’s largest private social 
service network. With 1,400 agencies and institutions, and 272,000 
staff and volunteers, our programs serve 10.6 million people a year. 
People of all religious, racial, social and economic backgrounds 
come to us for assistance. 

In 1993 we helped almost 136,000 pregnant women and teen- 
agers and their families in need of health care, education, job train- 
ing and placement, child care, and a safe place to live. 

We care for 20 percent of all the children in this country who are 
in foster care, group homes and residential treatment. “Orphan- 
ages” are us. 

We have 250 years of experience in this country in helping un- 
married mothers in a variety of settings. Through recent decades 
of trial and error and changing sexual mores in the Nation, we 
have learned a lot about how to protect children and help parents 
to support them. As the social services arm of the Catholic Church, 
we have strong views on illegitimacy, teen pregnancy, and sexual 
activity outside of marriage. We oppose them. 
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Our tradition of Catholic social teaching and our many decades 
of practical experience lead us to support authentic welfare reform 
that would help these children and families. 

On the other hand, even well-intentioned efforts at reform could 
easily backfire, leaving us with more dependency, more child abuse 
and neglect, more teen pregnancy, and even more abortions. 

This Committee has heard testimony from theoreticians that the 
current welfare system is so bad it could not be made worse by re- 
forms. Some have argued that abolition of AFDC or elimination of 
benefits for many children would actually reduce illegitimacy. 

If there were any convincing evidence that out-of-wedlock preg- 
nancy could be significantly reduced by these measures, we would 
be in the forefront of support. But neither the National Conference 
of CathoUc Bishops nor Catholic Charities USA supports proposals 
to exclude children from AFDC because of their births to unmar- 
ried teens, to mothers already on welfare, or where legal paternity 
has not been established. 

We do so precisely because such proposals would hurt the chil- 
dren without necessarily changing their parents’ behavior. 

In the interim, while we wait to see if these theoretical steps will 
reduce illegitimacy, what will be the human consequences to mil- 
lions of children who will be bom into a society that denies that 
they are entitled to any financial support? 

Based on the experience of our member agencies, we have con- 
cluded that the child exclusion provisions in the proposed act would 
have the following disastrous consequences: An increase in the 
numbers of abused and neglected children who wind up in foster 
care, an increase in abortions among teenagers and other women, 
and an increase in teen pregnancy. 

Now, how can proposals designed to reduce teen pregnancy have 
the opposite result? 

After consultation with those who counsel and assist pregnant 
teens throughout the country, we have learned what any parent of 
a teenager could tell you, that teens have trouble thinking ahead 
and anticipating the consequences of their actions, that teens are 
prone to all kinds of risk taking, with the highest risks often being 
the most attractive, that many young girls have nothing in their 
present or future lives as attractive as a baby to love and that their 
fantasies are more real to teens than reality, such as emplojnnent 
or welfare. 

Reducing teenage sexual activity and pregnancy is a job for our 
whole society and frankly, the problem exists in every economic 
strata and among all racial and ethnic groups. Relying on welfare 
changes to solve what is a societywide problem, is unrealistic, coun- 
terproductive and will temporarily lull people into thinking the 
problem has been solved. Some witnesses have told this Committee 
that a combination of denial of welfare aid and aggressive adoption 
counseling will do the trick. 

But our agencies have been placing children for adoption for over 
100 years. We work hard with pregnant teens and women to help 
them see the wisdom of adoption. But we all too often see the re- 
sults of aggressive adoption promotion that pressures mothers into 
unwillingly surrendering their babies. 
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Even with the infant placed in a loving home, the mother, feeling 
coerced, quickly becomes pregnant again. The result is two babies 
born to that teenager, rather than one, and the second baby is usu- 
ally not offered for adoption, but is subject to all the risks well- 
known to this Committee. 

We often see the same result with teens who have abortions. 
After one, two, or three abortions, the young girl eventually goes 
through with the pregnancy to replace the baby aborted or given 
up. We call this an atonement baby. 

The teen parent provision was apparently designed without con- 
sultation with people who have direct experience with pregnant 
teens. 

Our experts have an alternative proposal for the Committee. We 
certainly do not support the status quo for teen parents. We sup- 
port denial of cash assistance to unmarried mothers under 18 who 
do not live with their own families or under the supervision of re- 
sponsible adults. 

We agree that girls under 18 cannot care for themselves, much 
less for children, without the advice, care, and supervision of caring 
adults. 

They should not be handed AFDC checks and sent on their way. 

On the other hand, we cannot rely on families alone to handle 
these problems. Unlike the untried, experimental solution in the 
Personal Responsibility Act that would make children born to teen- 
age mothers permanently ineligible for AFDC and housing aid, we 
propose a plan based on 10 years of studied experience among our 
agencies. 

Our programs provide intensive family counseling, parenting 
training, tutoring, child care, and other assistance to pregnant 
teens .and young mothers, whether they live with their families or 
in one of our residences for mothers and babies. 

Our programs have an impressive success rate, with 70 to 85 
percent of their graduates completing school and job preparation, 
finding jobs and working their way off welfare in just a few years. 

Few have repeated pregnancies or fail to become good mothers. 
The availability of AFDC and related benefits for these young 
mothers and children, however, is critical to our program’s success. 
AFDC income allows them to complete their high school educations 
and prepare for the world of work without sacrificing their chil- 
dren’s safety. 

In these cases, AFDC is a bridge to self-sufficiency and these 
mothers cannot make it across the chasm without that bridge, as 
we heard in Tandi Graffs testimony earlier this evening. 

Our concern for children and their parents and for proper incen- 
tives and supports to help them move from poverty to self-suffi- 
ciency leads us to several other concerns about the proposed act. 
We are opposed to a family cap provision as imtested, dangerous, 
and cruel. We oppose rigid lifetime limits for AFDC in the face of 
chronic and systemic unemployment. 

Chairman Shaw. Father, if you could conclude your remarks, I 
would appreciate it. 

Reverend Kammer. Let me just conclude with this: We have 
heard a great deal of analysis that the proposals in the act would 
soon slash 5 million children from the AFDC, and some have said 



717 


that the support for these children would come from charities and 
churches. 

The churches and charities, beginning with our own, say this 
would produce a tidal wave of hungry and homeless kids and 
moms, a torrent of newly abused children and profoundly wrong so- 
cial and moral outcomes. 

I would like to thank you, Mr. Chairman, for the chance to share 
our experience and our concerns as you develop the Subcommittee’s 
bill. 

We stand ready to work with you for authentic welfare reform. 

[The prepared statement follows:] 
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Catholic Charities USA is pleased to have this opportunity to testify about the need for welfare 
reform. We agree with many of the goals of this Subcommittee to modify weihue polices in 
such a way as to strengthen families, encourage work, and give children a better chance to 
escape poverty. 

We hope to share our experience to help the Subcommittee to shape a welfare plan that will 
reach those goals without creating other unintended adverse consequences. 

Catholic Charities USA is the nation's largest private social urvice network. With 1,400 
agencies and institutions, 48,000 staff and over 200,000 volunteers. Catholic Charities programs 
serve 10.6 million people a year. People of all religious backgrounds and from every racial, 
social, and economic background come to us for everything from food and shelter to marital and 
family counseling; from affordable housing for the elderly to substance abuse treatment for 
young workers; from care of newborns to care of the dying. 

In 1993 we helped almost 136,000 pregnant women and teenagers and their families in need of 
health care, education. Job training and placement, child care, and a safe place to live. 

We care for 20 percent of all the children in this country who are in foster care, group homes 
and residential treatment. 'Orphanages' are us. 

We have 250 years of experience in this country in helping unmarried mothers- 

/ those who live at home with their own parents or grandparents; 

/ those who have run away from intolerable abuse; 

those who have been thrown out of their homes; and 
/ those who decide to place their children for adoption. 

Through recent decades of trial and error and changing sexual mores in the nation, we have 
learned a lot about how to protect children and help parents to support their children emotionally 
as well as financially. 

As the social services arm of the Catholic Church, we have strong views on illegitimacy, teen 
pregnancy, and sexual activity out of marriage. We oppose them. 

We work to help young people and adults to avoid not just out of wedlock pregnancy and births, 
but the behavior that leads to these consequences. 

Our tradition of Catholic social teaching and our many decades of practical experience lead us 
to support authentic welfare reform that would strengthen families, promote employment, and 
reduce child poverty. 

On the other hand, we must oppose proposals that we are convinced would cause greater 
suffering of children without reducing the underlying problems and pathologies. 

Clearly, the current welfare system needs reform, but even well-intentioned reforms could easily 
backfire, leaving us with more dependency, more child abuse and neglect, more teen pregnancy, 
and even more abortions. 

This Committee has heard testimony from many theoreticians who have argued that the current 
welfare system is so bad that it could not be made worse by 'reforms. " Some have-asserted that 
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abolition of AFDC or climinatioa of benefits for children of unmarried teens for additional 
children bom to a family on AFDC, and ocher measures would actually reduce out of wedlock 
births, at least among low income teens and women. 

You can be sure that if there were any convincing evidence that pregnancy could be significantly 
reduced among unmarried teens and women by these measures, we would be in the forefront 
of support. 

I suggest that you ask yourselves why neither the National Conference of Catholic Bishops nor 
Catholic Charities USA suiqtorts these proposals that would exclude children from AFDC 
because of the circumstances of their births to unmarried teens, to mothers already on welfare, 
or to children for whom legal paternity has not been established. 

The answer to that question is that such proposals would hurt the children without necessarily 
changing the behavior of their parents. Financial penalties can have only very modest results, 
and those can only be achieved over many years. 

In the interim, while we wait to see if these steps will reduce illegitimacy, what will be the 
human consequence to the millions of children who will be bom into a society that denies that 
they are entitled to any fituuicial su|^rt? 

Based on the experience of our member agencies over many decades with millions of mothers 
and babies, we have concluded that the ’child exclusion' provisions in the Personal 
Responsibility Act would have the following disastrous consequences: 

/ an increase in the numbers of abused and neglected children who wind up in foster care; 

/ an increase in abortions among teenagers and other women; and 

/ an increase in teen pregnancy. 

Teen Pregnancy 

Now, how can proposals designed to reduce teen pregnancy have the opposite result? 

After consultation with hundreds of people who counsel and assist pregnant teens throughout the 
country, we have learned what any parent of teenagers could tell you- 

/ that teens have trouble thinking ahead and anticipating the consequences of their actions; 

^ that teens ate prone to all kinds of tisk-taidng, with the highest risks often bong the most 

attractive; 

/ that many young girls have nothing in their present or future lives as attractive as a baby 
to love; and 

/ that their fantasies are mote teal to teens than any reality, such as their inability to earn 
money or get it from the welfare department. 

Reducing teenage sexual activity and pregnancy is a job for our whole society, and frankly, the 
problem exists in every economic strata and among all racial and ethnic groups. Relying on 
welfare changes to solve what is a society-wide problem is unrealistic, counter productive, and 
will temporarily lull people into thinking the problem has been solved-leading to a tragic waste 
of time needed to get down to real solutions. 

Some wimesses have told this Committee diat a combination of denial of welfare aid and 
'aggressive adoption counselling* will do the trick. 

Catholic Charities agencies have been placing children for adoption for over 100 years. We work 
hard with pregnant teens and women to help them see the wisdom in making an adoption 
decision. 

But we all too often see the results of 'aggressive adoption* promotion that pressures mothers 
into unwillingly surrendering their babies. The results are dreadful for the mother and for 
society. Even with the infant placed in a loving home, the mother, feeling coerced by a lack of 
other options or support, quickly becomes pregnant again. 
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The result is two babies bom to that teenager, rather than just one. And the second baby is 
usually not offered for adoption, but is subject to all the the risks well known to this Committee. 
We o^n see the same result with teens who have abortions. After one, two, or three abortions, 
the young girl eventually goes through with a pregnancy u> replace a baby aborted or given up. 
In the trade we call this an ’atonement baby.' 

The teen parent provision was apparently designed without consultation with people who have 
direct experience with pregnant teens. 

Our experts have an alternative proposal for this Committee. 

We certainly do not support the status quo for teen parents. 

We support denial of cash assistance to unmarried young mothers, under 18, who do not live 
with their own families or under the supervision of responsible adults. 

We agree that girls under 18 cannot care for themselves, much less for children, without the 
advice, case and supervision of caring adults. 

They should not be handed AFDC checks and sent on their way. 

On the other hand, nor can we rely on families alone to handle these problems. UnUke the 
untried, experimental solution in the Personal ResponsibiUty Act that would make children bom 
to teenage mothers permanently ineUgible for AFDC and housing aid, we propose a plan based 
on 10 years of growing experience among our agencies. 

Our programs provide intensive family counseling, parenting, training, tutoring, child care, and 
other assistance to pregnant teens and young mothers, whether they live with their parents or in 
one of our residences for mothers and babies. 

Our programs have an impressive success rate, with 70 percent to 8S percent of their graduates 
completing school and job preparation, finding jobs and working their way off welfare in just 
a few years. 

Very few have repeat pregnancies or fail to become good mothers. The availability of AFDC 
and related benefits for these young mothers and their children is a critical factor on the success 
of our programs. AFDC income allows them to complete their high school educations and get 
ready for the world of work without sacrificing the safety and well being of their children. In 
these cases, AFDC is a bridge to self sufficiency, and these young mothers cannot make it 
across the chasm without that bridge. 

"FAMiLy Cap" 

We are also concerned that the so-called ’family cap" provision will damage children before and 
after they are bom. It is too early to know the results of the New Jersey experiment, but our 
crisis pregnancy counselors fear that there will be additional unwanted abortions of children 
purely for economic reasons. 

If AFDC benefit levels provided adequate incomes to support children, the family cap would not 
be so dangerous. But AFDC benefits are woefully inadequate in every state. Denying aid for 
an additional child is cruel when the family is already trying to survive on an income of one half 
to three fourths of the poverty level. 

Middle income families get well earned state and federal tax deductions ui help them cope with 
the higher costs of raising an additional child. In many slates, families with incomes of over 
$50,000 a year get more monthly disposable income from those tax advantages for an additional 
child than famibes on welfare get for another child. 

At the very least, this Committee should await a comprehensive study of the outcomes of the 
New Jersey experiment with the fomily c^ before extending the experiment to the newborn 
children in the rest of America. 
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Time Umtr 

We are also concerned about the rigid lifetime Umits for AFDC as proposed in the Personal 
Responsibility Act. As many Republican and Democratic governors have pointed out, despite 
their best efforts, there will not be jobs for all parents who need them. 

In fact, every time the official unemployment rate dips below 6 percent, the Federal Reserve 
raises interest rates and throws more people out of work. 

While we support welfare reform that will encourage, even require, and assist parents to prepare 
for, rind, and keep jobs, we catuiot support proposals that would deny aid to parents for whom 
there are no jobs. 

IMMIGRAIVTS 

Catholic Charities agencies served over 200,000 refugees and immigrants in 1993. Services 
included help with family reunification; education, legal and employment services; and language 
classes. Immigrants resettled by Catholic Charities agencies moved quickly into jobs to become 
self-sufficient and contribute to the economy. 

Current law requires that families support a reunited member during the first rive years that they 
are in the Unit^ States. We believe that all families should stay together when possible,and our 
agencies assist families to become reunited. However, sometimes immigrants can not support 
themselves after rive years. An illness, disability, or old age can result in an inability to work 
and to become a citizen. 

The vast majority of immigrants that Catholic Charities assist do not need public assistance. We 
should not turn our backs on the relatives of hard working immigrant taxpayers who do need 
assistance. 

Investing In Families 

As James Q. Wilson told this Committee ten days ago, there is a broad consensus that many of 
the social problems of this nation can be trac^ to the breakdown of families. While that 
diagnosis is clear, the remedies are elusive. 

Family breakdown and the failure to form families are endemic now in all segments in our 
society, including those which are insulated by substantial resources from the necessity for 
contact with the welfare system. While the extent of family breakdown and lack of family 
formation and their effects are far worse at the bottom of the income scale, it is not at all clear 
that the availability of AFDC and other benefits is a major factor. 

The lack of strong evidence for a direct causative link between welfare and family problems 
should inspire us all to caution about radical changes in welfiue policy to solve profound family 
problems. In welfare policy, as in medicine, the prescription should be, "First, do no harm." 

Our vision for welfare reform is substantially different from that of the proposed Personal 
Responsibility Act. We, too, would like to see the numbers of families reduced who are 
dependent on welfare. We, too, want to insist that all parents fulfill their responsibilities to their 
children and to society. 

We are disappointed that the Personal Responsibility Act includes no new funding for day care, 
for children whose parents are trying to get off or slay off welfare. Our agencies report long 
waiting lists for their day care centers and family day care homes. Our social workers find that 
a major reason why mothers drop back on the welfare rolls after one to two years is that their 
subsidized child care ends one year after leaving AFDC. Child care, even by untrained, 
unregulated, unsupervised providers can easily consume up to one third of a mother's take home 
pay for just one child. Welfare reform cannot succeed without mote federal dollars in child care 
for low income families. 

We agree with the governors who have testified in favor of more flexibility and an end to "one 
size fits all" welfare policies. But just as that should apply to the states, so should it apply to 
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families. Some parents can become self-sufficient with the small investment of child cate 
subsidies alone. Others will need much more training, including on the job training, remedial 
education, and even very basic instructioa and counseling about how to dress and behave on the 
job. 

There has been much speculation about the ability of private charities and churches to fill the 
new huge gap in the safety net that would be created if all of the provisions of the Personal 
Responsibility Act were enacted into law. Of course, the religious groups and non-profits that 
shoulder the bulk of charity and services for the poor have all indicated that the magnitude of 
the cuts contemplated in the Personal Responsibly Act would bankrupt their institutions. It is 
interesting that of the wimesses who have testified before this committee in favor of shifting the 
burden to the private sector, not one represents the churches and charities that do the work. 

Conclusion 

Our founder could feed 3,000 people with a few loaves of bread and fish, and while we may try 
the same, it is neither sound social policy nor responsible government m put people’s live in 
jeopardy in hope of miracles. 

Reputable analyses indicate that the family cap and other proposals in the Personal Responsibility 
Act would soon slash 5 million children from AFDC. Where will these five million children 
find help? From charities and churches, say the sponsors. The churches and charities, beginning 
with our own, say this would produce a tidal wave of hungry and homeless Idds and moms, a 
torrent of newly abused children, and a profoundly wrong social and moral outcome. 

Thank you, Mr. Chairman, for this chance to share our experience and concerns. As you 
develop the Subcommittee’s bill, we stand ready to work with you. Like the governors and 
others who have testified here, we believe that welfare reform is urgently needed but that some 
of the provisions of the Personal Responsibility Act need revision to meet the dual goals of 
reducing dependency and protecting children. 
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Chairman Shaw. Thank you, Father. 

Ms. Nelson. 

STATEMENT OF MARY NELSON, BETHEL NEW LIFE, INC., 

CHICAGO, ILLINOIS; AND EVANGELICAL LUTHERAN 

CHURCH IN AMERICA 

Ms. Nelson. Thank you for the opportunity to share with you 
this evening. I am here on behalf of the Evangelical Lutheran 
Church in America, which has over 5 million members and 11,000 
congregations across the country, and I am also here on behalf of 
our own church-based community development corporation, Bethel 
New Life, on the West Side of Chicago, and to share our reflections 
from the “underbelly” of the situation. 

Our neighborhood on Chicago’s West Side, 25,000 people, 40 per- 
cent of them living on incomes below the poverty level, is a micro- 
cosm of the situation in this country. We ran a 5-year demonstra- 
tion program to test out — under the White House Interagency 
Working Group to test out whether or not a community-based 
church-related alternative could be more effective and less costly 
than the present welfare-to-work system. 

We indeed were successful, but we learned a lot of hard lessons 
and we would like to share those with you. The first was, and it 
made us really angry that of the 500 AFDC women in this dem- 
onstration, over 50 percent of them could not read at a sixth grade 
reading level. Having been a former principal of a high school my- 
self, I know that it isn’t the kids that are dumb. It is certainly that 
our system is failing, particularly in our inner cities, and so our 
country is cranking out our next generation of people who are going 
to need assistance to get into the work force. You cannot get a job 
in today’s society with less than a sixth grade reading level. 

So people who are eager to work had to stop and get literacy 
training and had to defer the kinds of goals and the kinds of oppor- 
tunities that were there before them. We have to do both. We have 
to deal with both the current need for literacy and also, deal with 
the schools so we aren’t cranking out the next generation of people 
unprepared to work. 

Second, health care. Ninety percent of our job placements did not 
have health care benefits for themselves or the family involved 
with them; we had people who had to quit work because an elder 
family member got Alzheimer’s and they had to stay home and 
take care of them, or because a son dropped off of a back porch and 
broke a number of limbs and they had to stay home and take care 
of that. 

The recidivism point in terms of welfare is indeed where they 
lose their health benefits so that Congress shouldn’t think about 
any of these tinkerings if you are not going to worry about health 
care and health insurance. 

And third then — and related to that was the question of work, 
that most of the jobs in the Chicago area are out in the suburbs, 
and there is not adequate public transportation to get to those jobs. 
And so the gap between where people live and where the jobs are 
is also an issue. Support of public transportation is a critical piece 
of all of this. 
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Finally then, the question of day care, affordable, accessible day 
care in walking distance or near mothers. We did a unique dem- 
onstration in which we helped identify women who were eager to 
become day care home providers, trained them — and these were 
welfare recipients — to be self-employed and to do day care; we then 
found that they couldn’t get licensable places to live, and so we in- 
cluded them in our self-help new housing construction. And so 
women became homeowners, self-employed, and provided day care 
in the community at very little cost to anybody singularly. 

One of the women who had been on welfare 14 years at the time 
of the dedication ceremony, when she stepped into her new house 
and the mayor and everybody else was there, when the reporters 
came up to her and said, “How does it feel now to be a homeowner 
and self-employed?” She said, “Oh, I have always wanted to work. 
I just didn’t have day care. I didn’t have transportation and I didn’t 
feel good about myself” And it seems to me this woman and her 
comment summed up a lot of research about welfare recipients and 
the need to deal with all three of those aspects. 

What needs to be done then to make this work? Nobody chooses 
poverty. I can tell you that not a single participant in any of our 
programs chooses poverty, and so — and most of the women in the 
program really did want to work, but there are a lot of barriers to 
that. 

Second, it seems to me we need to be encouraging the commu- 
nity-based church-based kinds of alternatives that are there. Just 
like we do on the empowerment zone where we give employers tax 
credits to hire people from the zone, we need to think about ways 
to encourage the corporations to do on-the-job training and to bring 
welfare recipients into their situations to even think about em- 
ployer-based day care that might make it affordable and accessible 
to the participants. 

And so we really do need to figure out ways to work in partner- 
ship. The churches alone cannot take on the burden of all of the 
welfare recipients, as some have stated, “we will let the churches 
do it.” We would be inundated and collapsed to try to make that 
happen. 

And finally, our experience says that punitive measures aren’t 
the way to make it work. People want something better. We have 
to then say as long as somebody is really trying and moving up the 
ladder — whether it is going to school or doing all these other 
things — that we need to allow them that opportunity to get the as- 
sistance from AFDC or whatever it takes for them to make it work. 

A positive approach is needed. Looking at outcome-based kinds 
of goals that are bottom line, we can move people into the work 
stream. Simply cutting dollars is not productive. We need bottom 
line kind of results — helping people move into self-sufficiency. 

Thank you. 

[The prepared statement and attachment follow;] 
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Lutheran Office for Governmental Affairs & Bethel New Life, Inc. 
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Evangelical Lutheran Church in America (ELCA) 
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Subcommittee on Human Resource of the Committee On Ways and Means 
January 30, 1995 


After 14 yean on welfare and living in a basement hovel with raw sewage 
dampening her floor, moving into a brand new home and starting self 
employment as a day cafe home provider marked a brand new beginning for 
Nora. It wasn't easy completing her day care training and putting in over 
1,200 hours of sweat equity in helping to build the brand new home. At the 
ded i c a t i on ceremony she wept for joy. 'How does it feel to be se^ employed, 
to be working?", reporters asked her at the event. Her quick re^onse mvu; 

"Oh, / always wanted to work, I just didn't have day care, I didn't have 
transportatian, I didn't feel good about myself." 

My name is Maty Nelson and I have lived and wotlced on the west side of Chicago for the last 30 
yeats. Our community changed from white to blade in the mid 1960’t and suffered the subsequent 
disinvestment, redlining, lack of City services and overcrowding of the schools. Twenty five thousand 
people now live in the square mile area; 42% are living on incomes below the poverty level, over 
30% on some kind of assistance. Our community is a microcosm of the 'undetbclly*. Bethel 
Lutheran Church has been in the midst of the community for over 105 years; Bethel New Life, Inc., 
a sodal ministty organization of the Evangelical Lutheran Church in America, is an outgrowth of 
the community ministty of the Church. In 15 years of effort. Bethel has developed almost 1,000 
units of affordable housing (much of it sweat equity), places almost 400 people a year in full 
employment, and brought in over $65 million in new investment in a credit starved community. It 
is currently working to bring in new industries around the rccyding remanufocturing sectoral 
approach, to enable more employment in the area. 

Bethel conducted a five year demonstration of an alternative to welfare for AFDC mothers. It was 
authorized by the While House Interagency Woiking Croup under President Reagan, and was 
entitled Bethel Self Sufficiency Program (BSSP). The program tested the cost neutral effectiveness 
of a community based approach. We worked with 500 AFDC families (most of whom had been on 
welfare 4 or more years) in a program which included motivational workshops, pre.cmployment 
training, skill training and employment assistance. Original simplistic plans were complicated by a 
number of realities: 

**Over 50% of the women could not read at a 6th grade level, the minimal level for 
acceptance by most employers. So, women eager to work first had to stop and enter literacy 
programs, and struggle with learning to read before they could find employment. No matter 
what our country may do for the current AFDC recipients, if we don’t do something about 
the inequities in educational effectiveness in our inner cities, we will have generations of 
people to come without the basic skills needed for employment. 

* ’Availability of health care services arc a critical ingredient. In the current system in 
Illinois, an AFDC mother who becomes employed carries her Medicaid eligibility for only 
12 months. 90% of the employers of the participants in our program did not offer a family 
health plan, and so it often happened that when a child got sick, the mother was forced back 
on welfare to get health care. Studies in Illinois show that the major recidivism back to 
welfare happens at whatever point former AFDC recipients lose their Medicaid eligibility. 
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** Availability of affordable, accessible day care is also an essential ingredient for the 
transition and maintenance to work. On most entry level positions, mothers cannot afford 
the $65 a week for day care, and often leave their children in dangerous makeshift care 
arrangements. We took this need and developed a multifaceted approach. We identified 
some of the partidpants who were interested in being day care home providers, provided the 
day care training and enabled them to be self employed. As we worked with them towards 
licensure, finding affordable, licensable homes was a problem, so we incorporated our self 
help housing program. Women did sweat equity work on constructing the homes to earn 
their down payment for a home where th^ vM>uJd live and operate their business. Out of 
this, then, came a three for one result: twenty six women went off welfare and became self 
employed as day care providers, garbage strewn vacant lots became new homes of ownership 
and pride, and affordable, accessible daycare within walking distance of every mother in the 
community was realized. 

Bethel currently is involved in Operation iumpstart, a welfare to work program for General 
Assistance recipients. We have seen young men recently out of jail have whole new futures as they 
obtained job experiences in caring settings. With some we had to work through their problems 
(homelessness, etc.) and the church helped put together hirniturc and provided "tou^ love" through 
the ups and downs. Now many of these participants are in full employment and setting goals for 
themselves. But without a community-based, opportunity surrounded with personal relationships 
that come out of a faith commitment and opportunities, they would not have made it. 

I am sharing these experiences with you as not only a representative of Bethel New Life, Inc. but 
also as a part of the Evangelical Lutheran Church in America (ELCA) whose Division for Church 
in Society's ‘Working Principles for Welfare Reform” (principles are attached) reflect our own grass 
roots experience. I am also on the board of the Christian Community Development Association 
(CCDA), a national network of church-based community ministries in low income communities; I 
am also Vice Chair of the National Congress of Community Economic Development (NCCED) a 
network representing the over 2,000 community economic development efforts across the country, 
making a difference in low income communities with creative job creation, eipansion and business 
development efforts. 

It is out of my experience in the community that I share the following precepts; 

1) There is a need for change in the current system. We need a more effective and efficient system. 
We support and welcome the opportunity to rethink what we are doing and why. There is a need 
for public dialog and openness on the changes. 

2) Most current welfare recipients want something better for their kids, want to work. Whatever we 
do as a government and society needs to have the underlying assumption of the dignity and worth 
of every individual. In God’s sight, we are equally created and loved. 

3) When thinking about mandating work, there needs to be cognisance of what jobs arc available, 
whether they are livable wage jobs with a future, and what pre-employment training and skills are 
needed. As mentioned above, even if there were sufficient available livable wage jobs (in our area 
that is $8 an hour), there needs to be a way of dealing with health benefits, day care and public 
transportation. Many of the existing jobs in our area arc in locations not accessible by public 
transportation. 

4) This is a complex problem and will require complex solutions. No one at this time has all the 
answers. There needs to be time and freedom to try some different approaches to identify the most 
workable solutions. 

5) Community based church related approaches are in most instances more effective and more 
efficient. People are transformed by relationships. Using the resources of the community is also 
less costly and provides a more long term solution. However, in distressed communities with high 
numbers of welfare recipients, such community efforts need financial support from the public, 
private, and church sectors. 

6) Government, individuals on welfare, the private sector (corporations, etc.), the faith community, 
and the voluntary sector all need to work together to forge solutions. We all need to participate. 
We all have responsibilities and roles. 



727 


WHAT ARE THE IMPLICATIONS OF THE PROPOSED WELFARE LEGISLATION? 

••Giving states broad flexibility to design their own welfare systems makes sense, but there needs 
to be a floor, a "safety net" of basic human dignity and life. We suggest that states present plans that 
hold a promise of being more cffcclive in moving people into productive activity and independence 
with a future, not just saving money. 

••The punitive measureof limiting welfare benefits to five years or two years at state option in and 
of itself would only bring human misery and hardship, liie move from welfare to work, in our 
experience, takes time, and two years is unrealistic for most. We have also found that incentives are 
more productive than sanctions. We have no problem with responsibilities for the recipient, as long 
as they are realistic and move towards positive outcomes. 

• •Denying teenage mothers welfare, or denying recipients who have more children is the recipe for 
misery and inhumanity. We need a policy focused on positive outcomes, on enabling people to move 
into the workforce for the long haul. Studies show that the more teenagers have a sense of future, 
the less likely they are to have children in their teenage years. We ought, then, to enable decent 
education that allows entry into the workforce at livable wage jobs. Population growth studies also 
show that as people move up the economic ladder, they have fewer children. So, economic 
opportunity is a more effective way to stem population growth. 

••Welfare reform should •ncourege partacrsbipsbebfveen government, individuals, the community 
and the corporate sector. Government has responsibilities (life, liberty and the pursuit of happiness). 
Policies should encourage corporations to intentionally open up employment and "On the Job 
Training" for welfare recipients (much as the Empowerment Zone incentives do). Government 
should encourage employer based day care and the provision of health benefits along with 
employment. Churches and community groups should be assisted in enhancing the community 
resources necessary to work vinth families towards independence and full employment. For example, 
the Low Income Housing Tax Credit has encouraged joint efforts of corporations, intermediaries, 
community developers and government in creating low income housing in community settings. The 
solutions will require all the parties to be involved. If goverauMut pulls back on its coDnUoMDi 
of snppoK, w< and other human service providers would become overwhelmed and unable to 
continue present services. Programs would be cut, people would be left unserved, and it is likely 
that some social ministry organizations would have to close their doors. Of the $2.3 billion income 
of the network of Lutheran Social Ministry Organizations which provide a vast array of human 
services, 32.6% is government funded. Without this partnership our success would be limited if not 
totally abrogated. 

The Evangelical Lutheran Church in America is a church with 5.234,568 baptized members, 1 1,055 
congregations, and approximately 275 social service institutions. Some analysts have rated the 
Lutheran Social Minisiiy Organization network to be Rnancially the largest such network in the 
country. 


Mary Nelson 
Bethel New Life, Inc. 
367 N. Karlov 
Chicago, Illinois 60624 
(312) 826-5540 


The Lutheran Office for Governmental Affairs, Evangelical Lutheran Church in America (ELCA), 
122 C Street NW, Suite 125, Washington, DC 20001. For further information contact Kay fongston, 
(202) 626-7942. 
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for Church in Society, as the current basis for ELCA 
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The current public welfare system is in need of significant reform. The purpose of these 
working principles is to clarify the bases for ELCA public policy advocacy regarding 
legislative proposals for reforming the welfare system, especially the federal Aid to 
Families with Dependent Children (ATOC) program. Many of the principles are also 
applicable to welfare-related proposals at the state level. 

Poverty is the underlying problem welfare programs seek to alleviate. The 
Evangelical Lutheran Church in America (with its predecessor churches) has a long 
and extensive history of involvement in this area. The ELCA-affiliated network of 
social ministry organizations is financially the largest such non-profit network in the 
country. Many of these organizations have long histories of serving people in 
situations of poverty (presently serving over 300,000), including significant work in 
the area of refugee resettlement. The women's organization of the ELCA has taken 
initiatives to respond to women living in poverty. Many of the 11,000 ELCA 
congregations are reaching out to people living in poverty in their conununities 
through social service efforts (such as food programs and shelters), through pastoral 
care, and through advocacy and orgairizing efforts. 

These principles presume and build upon the biblical, theological, and ethical 
understandings articulated in the social statements of the ELCA and its 
predecessors, as indicated in the endnotes. In these social statements, the ELCA has, 
among other things, committed itself to "defend human dignity, to stand with poor 
and powerless people, and to advocate justice."' The economic sector, families, and 
voluntary associations play important roles in this. However, the focus in these 
principles is on the role of government. 

In 1986-87, a "More than Charity" campaign (of the church bodies that formed the 
ELCA) held hearings on poverty and welfare reform throughout this country. Out of 
this process came "Guiding Principles in Social Welfare Reform," which have 
irtformed the development of the following principles. In 1993 the ELCA adopted a 
many-faceted strategy on "Women and Children in Poverty," as a priority emphasis 
for the rest of this decade. That strategy recognizes that, in addition to the many 
kinds of church-based assistance, policy and practices that create and sustain 
poverty need to be challenged and changed. 

The following format sets forth: 

Some basic theological affirmations, grounded In Scripture, the confessions, and the 
social statements of the ELCA. 

Some ethical interpretations and implications of these theological affirmations for the 

discussion of welfare reform today. 

Some specific public policy positions that can be deduced from the above. 


In moving from broad affirmations to specific positions, ELCA members are likely to 
have significant differences and to give different weight to the various principles. As 
a church we encourage ongoing deliberation as to what policies will best serve God's 
intentions for persons in community. Although the positions cited here are intended 
to serve as a current basis for ELCA public policy advocacy, they are subject to 
change in the future, especially through the study and deliberative processes that 
wUl occur as part of the development of an ELCA economic social statement. 
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THE OBLIGATION OF GOVERNMENT Tin govonneiit't aUlgMIon wider God Includes estab- 
lishing Justice, protecting and advancing hnman ligbts, and promoting tho general welfare 
of all persons.' 

Government has the responsibility to help meet the needs and uphold the rights of those 
who are at the margins of the economic system.' 


Government is responsible to establish just welfare policy. This includes determin- 
ing who receives welfare and raising necessary revenues. 


REFORM OF THE SYSTEM OF GOVERNMENT-PROVIDED WELFARE 
SHOULD BE CONSIDERED IN LIGHT OF SOME BASIC AFFIRMATIONS 
ABOUT HUMAN BEINGS... 


DEPEIHIENT ON GOO: As human beings we are dependent on God lor all we have and are.* 

None of us are truly “self-sufficient," “deserving,” or autonomous. These distinctions 
are only relative and should not be used to separate some people (i.e., those on wel- 
fare) from others, as if they were somehow of less value. 

Welfare policies that make distinctions between persons who are "deserving" and 
those who are "undeserving" need to be questioned. 

"Self-sufficiency," although an important goal in welfare reform, should not 
necessarily be seen as the only or highest goal in all cases. 


INTERDEPENDENT WITH MUTUAL RESPONSHLITES: Human beings are Intended by God to 
llvo In Interdependent relationships with one wwtbor. It Is In the basic human relationships 
of domestic, political, and economic life that persons share In their common humanity.' A 
society and the peraons In K have imitnal lesponslbllitles toward one another. 

In the public realm, this interdependence is reflected In Income-support programs that 
transfer funds from taxpayers to a designated group of persons within a society. Most 
citizens, at some time during their lifetime, are both payers and receivers of pubiic 
transfer payments, some of which are means-tested (e.g., welfare programs), others of 
which are not (e.g.. Social Security, Medicare, veteran benefits, unemployment com- 
pensation).' 

Welfare reform should be motivated not primarily by the cost to taxpayers but by a 
sense of interdependence and responsibility toward all people. 

Government is especially obligated toward those who are the most vulnerable. Struc- 
tures and supports are required to undergird the development of skills and capabilities 
needed for persons to function in society and thus live out their obligation to contribute 
toward the social good. 


Welfare reform should seek to enable persons to rise out of poverty, affirm their 
human dignity, and empower them through education, training, and services to 
achieve long-term economic sufficiency. 

Long-term economic sufficiency cannot occur apart from adequate social, struc- 
tural, and relational support, including stable families, safe communities, ad- 
equate schools, preparation for, access to, and opportunities for jobs. 
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When persons cannot generate an income adequate to live in a decent, humane 
way, a safety net must continue to be available to meet their basic needs. 

Persons fulfill their obligation to society not only by becoming economically self- 
sufficient, but also by contributing to the common good of a society in other ways 
(e.g., caring for children). 


HUMAN nCNin AND BASIC NEEDS - All humM beings are entlfled to the basic necessities 
ot a dignified, humane existence and/or to the means of securing such. A right Is what 
lustice requires In response to particular human needs.’ 

Human dignity should not be violated through provisions of a welfare policy that view 
human beings primarily in terms of their cost to the wider society, their job skill value, 
or the income they are able to generate. 

Public policies should assure persons of their fundamental rights of adequate income, 
decent housing, health care, nutrition, and education.* 

In order to bring those in need closer to a sustainable income, the benefit level for 
the federal Aid for Families with Dependent Children program (AFDC) should 
reflect regional differences and cost-of-living increases 

In addition to income support: 

♦ nutrition programs should be made more available through improved access 
and education: 

♦ the number of safe, affordable housing units needs to be expanded: 

♦ universal health care coverage, key in reducing the need to stay on welfare, 
should be in place:’ 

♦ educational systems, key in preparing people for changing employment oppor- 
tunities, need to be revitalized 


FREEDOM AND IMTIATIVE; Human beings have been created with moral agency and free- 
dom, with a power to act responsibly In light of their particular circumstances, account- 
able to Bod, sell, and others.” God has given human beings the capacity and Initiative to 
defino the problems of material existence In community and to ettect posNIvo chango. 

A society is healthier when its members are encouraged to participate responsibly in 
determining their own lives rather than being only the passive consumer of goods and 
services." No person or community should relinquish the initiative or capacity to affect 
the conditions of their life, and social and political institutions should encourage such 
initiative." 

Welfare policies should nurture the power to act responsibly, with possible incen- 
tives and rewards for accomplishing planned goals. Coercive or punitive measures 
should not be used to compel human action. 

Inadequate grant levels force most recipients of welfare to seek unreported income 
if they are to survive, and thereby encourage lying and cheating. 

Grant levels either must be increased so they are adequate for the basic necessities 
of life, andlor the present earned income “disregard formula" must be adjusted 
to allow families to keep a greater portion of the income they earn and to save for 
the future. Grants, loans, or scholarships for education and training should not be 
factored into income. 
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HUMAN WORK: lliroagli woik, human beings an privileged and obligated to reflect the 
Creator whose work they are. The escieslon of persons from the community of work Is a 
denial of the opportunity of realizing Cod'd Intention for humanity. Work Is Important for 
human well-being, but not as an end in Itself. Work is tims meant for persons In commu- 
nity, not persons for work.'* 

Making It possible for people to move from welfare to work Is Important because em- 
ployment Is a means by which people become contributing participants In society. 
However, this is hindered in a labor market increasingly dominated by low-wage, part- 
time or temporary jobs that cannot support a family. 

Effective job training (on the Job, technical, and non-traditional) and educational 
programs (vocational, secondary, and higher) must be expanded so that partici- 
pants can acquire the skills necessary for stable employment. 

Stable jobs with living wages and adequate benefits should be the goal. Provision 
of these jobs should be done in ways that do not have the direct effect of displacing 
other workers. 

Welfare-recipients should not be forced into jobs that will make them worse off, 
that is, low-paying jobs without basic benefits they receive under welfare (eg., 
health care, child care, food stamps, transportation). Such benefits should carry 
over temporarily and be phased out only as the employment income and benefits 
increase. 

"Workfare" (requiring work in exchange for welfare) may not actually increase 
people’s long-term employability, but may contribute toward a permanent working 
underclass, eroding both wages and employment standards for other workers. 
Short-term structured work experience, however, may have a positive effect on 
some persons who have never been employed outside the home. 

For all workers, the minimum wage should be increased and indexed according to 
the rate of inflation. In addition, an expanded Earned Income Tax Credit (EITC) is 
important because, in effect, it subsidizes low-paying jobs through the tax system. 

INVESTMENT IN FAMUJES: Families are the basic communities In which personhood Is 
fostered, and from which members move out to participate In society.” Families ate 
entitled to protection from forces that would tear them apart.” 

Men and women shouid not become parents until they are able to nurture and support 
their children. Public policies should support responsible family life. 

Appropriate forms of sexuality education in the schools, community pregnancy 
prevention programs, and parenting preparation classes are to be supported.'^ 
Programs to enhance self-esteem and life options are important deterrents to 
teenage pregnancies. 

Welfare policies should encourage continuing parental or other adult support and 
guidance for minor parents, for example, through mentors and living in a house- 
hold with a responsible adult (when appropriate). Minor parents should never be 
required to return to an abusive home in order to qualify for government assis- 
tance. 

Policies that require or encourage parents to remain unmarried or to separate in 
order to qualify for welfare programs must be changed. 
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NURTURE AND RUPPORT OF CHILDREN: All children have the right to parental care and 
aHectlon.” Caring (or and providing (or the manKold needs ol children Is an Important way 
in which people contribute to the common good o( society. 

In each set of circumstances, there must be a realistic assessment of what is necessary 
to bear, nurture, and provide for children over the long-term, and what resources are 
available or need to be provided for this purpose." 

Single parents of young children should not be required to seek employment out- 
side the home if they decide that the good of their children, and thus the social 
good, is best served in their circumstances through the work of nurturing their 
family, rather than through efforts to become economically self-sufficient. 

Quality, affordable child care should be made available to parents who are em- 
ployed outside the home, or who participate in education, training, and job search 
programs. 

Strong child support and/or assurance programs are needed. 

The law must hold both parents responsible for the financial support of their 
children.'" 

Programs such as job training, education, andlor substance abuse treatment can 
help some custodial as well as non-custodial parents to meet their child support 
obligations. Custodial parents should generally be given priority. 

Families with children should be helped to move out of poverty, rather than penalized. 

Sanctions should not be imposed if additional children are conceived by parents 
already receiving AFDC. 

A refundable children's credit, in place of a tax deduction, can help provide 
greater tax equity and assist low-income families to rise out of poverty. 


CARIN6 FOR THE STRANGER: “Yon shall not oppress a losident alien.. .lor you were 
aliens.. .”(Ex. 23:9). Regardless o( their citizenship, all human beings are equally entitled 
tn what they rood to live In meaningful rdatlon to God and neighbor." 

A society's health can be measured by how it treats those in its midst who are most 
impoverished, who often are refugees and non-citizens. 

Refugees have distinctive needs, which should continue to be addressed under a 
separate program and not subsumed into the AFDC program. 

After an initial period of residency, welfare benefits should not be denied to legal 
immigrants, who typically contribute to the economy and pay taxes. 

Supporting welfare reform by taking from other disadvantaged groups is unaccept- 
able. 
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EACH IS UNIQUE: As creations of God, each homan being and the drcomstances of his/her 
life are unique. 


A welfare policy must have flexibility in the kinds and length of assistance and support- 
ive services that are provided. 

Individual plans should be developed that respond wholistically and directly to a 
family's particular needs and challenges. In addition to an income grant, some 
combination of job training, education, job counselling and placement, personal 
management skills, parenting skills, and substance abuse treatment may be 
needed. Child care and transportation must be available to those who need it. 

Time limits on the receipt of benefits should not be arbitrary. They should take 
into account individual circumstances, the needs of dependent children, and the 
failure of the economy to generate enough jobs with adequate income and benefits. 

Some persons may not be employable or should not be expected to work, such as 
those caring for disabled persons or children. Some requiring assistance may have 
been traumatized by physical or sexual abuse, permanently damaged by substance 
abuse, or have experienced another type of trauma or disability. An expansion of 
the SSI program may be necessary to assist persons in these situations. 

A case manager approach should be more fully utilized. Trained with skills and 
culturally-specific sensitivities, such a case manager works with a client in a spirit 
of respect. The task is to develop a plan, monitor it. and provide the ongoing 
personal support that enables a client to carry out the plan. The two work together, 
with mutual responsibility and accountability. If the assisting agency does not 
provide the services designated in the plan, clients should not be obligated to 
fulfill their commitments, and any mandated sanctions should not be imposed. 

While innovative demonstration projects should be encouraged, they must not 
impose punitive behavioral requirements or result in further deprivation of recipi- 
ents. 

The listed principles should be considered in the negotiating and budgeting 
processes for welfare reform. Given limited revenues, programs consistent with 
these principles that begin on a small-scale are preferable over large-scale 
programs that are inadequately funded and less likely to be effective. 


For further Infoimatlon contact tbo lathoran pobllc policy office In your state, or the 
Lutheran Office for Goyomaontal Affalrt, 122 C. St., HW, SuKo 12S, Washington, 
O.C. 20001; (202) 783-7S01. 
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Chairman Shaw. Thank you. 

Again, we are going to have to recess for a few moments while 
we go over to vote. Again, we have two votes. I keep trying to keep 
this going, but as long as they keep putting the votes one after an- 
other, we have to recess, so as soon as we get through with that, 
we will be back and we will resume with Rabbi Saperstein. We are 
in recess. 

[Recess.] 

Chairman Shaw. OK, the hearing will resume and Rabbi 
Saperstein, we have your statement. Please proceed as you see fit. 

STATEMENT OF RABBI DAVID SAPERSTEIN, DIRECTOR, 

RELIGIOUS ACTION CENTER OF REFORM JUDAISM, 

ACCOMPANIED BY JENNIFER FRIEDMAN AND JASON 

BORDOFF, STAFF 

Rabhi SAPERSTEIN. I thank you, Mr. Chairman and Members of 
the Subcommittee for the opportunity to offer my testimony. I am 
Rabbi David Saperstein, the director of the Religious Action Center 
of Reform Judaism, which represents 1.5 million Reform Jews 

Chairman Shaw. Rabbi, pull that microphone toward you, please. 

Rabbi Saperstein [continuing]. In 850 s 3 magogues throughout 
the Nation. I want to acknowledge the presence of two superb 
staffpeople from my office, Jennifer Friedman and Jason Bordoff 
who assisted in the preparation of this testimony. 

I come to you today on behalf of the Reform Jewish movement; 
the Conservative Jewish movement; the Reconstructionist Jewish 
movement; the large umbrella community relations organization in 
the United States, the National Jewish Community Rmations Advi- 
sory Council; the North American Association of Jewish Homes and 
Housing for the Aging; and the Council of Jewish Federations, a 
network of Jewish fundraising and social service delivery agencies 
that spends several billion dollars each year to provide direct com- 
munity services to well over 1 million people nationwide, mostly 
non-Jews. 

The need for our services has increased dramatically over the 
past decade. San Francisco reports a 500-percent increase since 
1984. Chicago reports a 300-percent increase, and similar increases 
have been reported across the nation. 

Now, with decades of experience in assisting AFDC recipient 
families to become self-sufficient, our social service network has 
learned what works and what does not work. 

In Chicago, a very large pilot program was successful in bringing 
three-quarters of the families involved in the program off of de- 
pendency on AFDC and into a state of economic self-sufficiency. We 
support reforms that bring families together and help those on wel- 
fare become self-sufficient. Helping people to achieve self- 
sufficiency and providing vulnerable popidations, such as the elder- 
ly, children and single-parent families, with nutrition, health care 
and education will be costly in the short run, but immensely cost 
efficient in the long run. Conversely, effecting short-term savings 
by pushing large numbers of people into poverty, particularly chil- 
dren, violates the Biblical prohibition against casting the sins of 
the parents onto the children and will in the long term cost our Na- 
tion morally and economically. 
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Above all, I come to you today to say that no matter how proud 
we are of the quality and the quantity of our social service pro- 
grams, no matter how confident we are about the generosity of our 
constituencies, those who suggest that the private charity sector, 
above all the religious sector, can fill the void of a government 
withdrawal from guaranteeing assistance for the poor greatly mis- 
read the realities that we face. Such a withdrawal will cripple our 
ability to maintain current levels, let alone expand to meet an ex- 
plosion of new needs that such a withdrawal will precipitate. 

The Jewish tradition, 2,000 years ago, created the first social 
welfare system in the history of the world. The rabbis at that time 
set out a broad framework of social service programs. They knew, 
incidentally, that there would be fi’eeloaders in the system. But, 
with a sense of frustration, humor, and irony that the Talmud 
records, the rabbis thank God for the freeloaders. Without them, 
our stinginess would lack its chief excuse. 

We cannot solve all the problems in any program, but one thing 
that the Bible was clear about was that there had to be a zone of 
protection for children, for the truly needy. That should be the test 
of any reforms you make. Does it create a zone of protection for the 
children? Any program that plunges more children into poverty, 
any program or “reform” that creates more hungiy and homeless 
children should be unacceptable to this Committee. Such protection 
is what the Bible calls for and this Committee can do no less. 

We have a number of principles that are agreed on in the Jewish 
community as principles that should underlie welfare reform. With 
your permission, I would like to actually submit as an addendum 
to my testimony the statement on welfare reform of the large com- 
munity relations umbrella group in the Jewish community, the Na- 
tional Jewish Community Relations Advisory Coimcil, NJCRAC. 
These principles ask for a comprehensive set of adequately funded 
services, including; Maintenance assistance; vocational and social 
services not only before people get jobs, but after they get jobs to 
help them medntedn them; continuing medical insurance, since the 
greatest disincentive to moving into work is the loss of benefits; 
child care, to make it possible for them to move to work; rehabilita- 
tion, vocational and social services; and parenting skills training 
and life skills training. Finally, welfare reform must be coupled 
with job creation. 

One thing more. No matter what reforms you end up with, there 
is — as anyone out in the field can tell you — a great problem about 
getting coordination and cooperation between the Department of 
Health and Human Services and the Department of Labor. The 
systems run separately and even where in a local level — as our 
Chicago Federation attempted — we try to bring the parties together 
representing the Federal bureaucracies, we are often unsuccessful 
in doing it. That ought to end, no matter what reforms you imple- 
ment here. 

In conclusion, let me just say that we have an enormous system 
of social service programs. They work. You will destroy those pro- 
grams if many of the reforms that you have called for go through. 
No matter how generous our people are — and, comparatively, a 
large percentage of our money comes from donations — they cannot 
make up the difference of that withdrawal. 
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Offering less is simply wrong if we think that the synagogues 
and churches of America can make up the difference. In a vol- 
untary capacity without government funds, our local synagogues 
and local churches, particularly in the inner cities, including the 
historic black churches who do an extraordinary job on this — we do 
fill much of the void that exists today and, even so, we still don’t 
come close to covering everyone. 

We are at our upper limit. We are filled to overflowing. Everyone 
who works in this area will tell you the same thing: Do not cripple 
us further in achieving the work that should be the work of all of 
us: Caring for the poor and the truly needy in our society. 

Chairman Shaw. Thank you. Rabbi. Without objection, the addi- 
tional material you referred to will be made a part of the record. 

[The prepared statement and attachment follow:] 
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Statement of Rabbi David Saperstein 
Director, Religious Action Center of Reform Judaism 
Before the House of Representatives Ways and Means Committee 
Subcommittee on H uman Resources 
January 30, 1995 


Introduction 

Thank you Mr. Chairman and Members of the Subcommittee for the opportunity to offer 
my testimony before you today. My name is Rabbi David Saperstein. I am the Director of the 
Religious Action Center of Reform Judaism, American Reform Jewry’s Washington office, 
representing 1.5 million Reform Jews in 850 synagogues throughout the nation. I want to 
acknowledge the presence of two superb staff people from my office, Jennifer Friedman and 
Jason Bordoff, who assisted in the preparation of this testimony. 

Today I also come before you on behalf of much of the organized Jewish community, 
formally representing the Reform Jewish Movement through the Union of American Hebrew 
Congregations; the Central Conference of American Rabbis; the Conservative Jewish Movement 
through the United Synagogue of America; the Reconstructionist Movement through the 
Federation of Reconstructionist Congregations and Havurot; the National Jewish Community 
Relations Advisory Council (NJCRAC), the planning and coordinating body for the organized 
Jewish community, representing a unique partnership of 117 local and 13 national agencies 
throughout the United States; the North American Association of Jewish Homes and Housing 
for the Aging; and, of key importance to the deliberations of this committee, the Council of 
Jewish Federations, a network of Jewish fundraising and social service delivery agencies that 
spend several billion dollars each year to provide direct community services to substantially more 
than a million of people nation-wide, mostly non-Jews. The need for our services has increased 
dramatically in the last decade. San Francisco reports a 500 percent increase since 1984 in 
individuals and families seeking assistance; Chicago reports a 300 percent increase, and similar 
increases are reported across the nation. 

1 am deeply pleased to have the opportunity to speak with you about the topic of welfare 
reform, a social, ethical and political issue that cuts to the heart of this nation’s values as 
exemplified through its attitudes toward its poor. The religious communities provide programs 
that are among the largest and most effective social service programs in the nation. With 
decades of experience in assisting Aid to Families With Dependant Children (AFDC) recipient 
families to become self-sufficient, our social service networks have learned what works and what 
does not. We know that social policies have the potential to make or break families, and that 
currently many families are being broken. It is clear that our current welfare system is 
inadequate. We believe that public welfare funds should be distributed in an equitable fashion. 
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maintaining adequate standards applicable throughout the nation and assuring respect for human 
dignity. 

Indeed, we will support programs that bring families together and help those on welfare 
become self-sufficient. Helping people to achieve self-sufficiency and providing vulnerable 
populations such as the elderly, children, and single parent families with nutrition, health care 
and education will be costly in the short-run, but immensely cost efficient in the long-run. 
Conversely, effecting short-term savings by pushing large numbers of people into poverty - 
particularly children - violates the Biblical prohibition against casting the sins of the parents 
onto the children and will, in the long-term, cost our nation morally and economically. 

Above all, I come to you today to say that no matter how proud we are of the quality and 
quantity of our programs, how confident we are about the generosity of our constituents, those 
who suggest that the private charity sector, above all the religious sector, can fill the void of a 
government withdrawal from guaranteeing assistance for the poor gravely misread the realities 
that we face. Indeed, such a withdrawal will cripple our ability to maintain current levels of 
services, let alone expand to meet an explosion of new needs. 


Jewish Values and the Poor 

The Jewish tradition offers important perspectives to our current debate over how best 
to provide for those in need. America's concern for the poor is based, in part, on the legacy 
of the Jewish ethics derived originally from the Hebrew Bible. Judaism teaches that poverty is 
destructive of human dignity and that helping fellow human beings in need ("tzedaka") is a 
matter of responsibility, righteousness, and justice ~ not an act of charity. Such a responsibility 
rests on both individuals and government. 

The American Jewish community has preserved tliis legacy by adhering to the dictate, 
"There shall be no needy among you" (Deuteronomy, 15;4). We have sought to implement 
these ideals by working to ameliorate the plight of the poor, the disenfranchised, the elderly, the 
sick, and the young. As I will discuss in a few moments, the Jewish community puts these 
ethics into practice every day through our Federation network of social service activities and the 
charitable activities of our synagogues. 

In almost every area of social welfare concerns, the Jewish tradition mandated that it was 
not only the right, but the obligation of die society and the public sphere to intervene in the 
economic and social institutions of our society to make them fairer and more equitable. In the 
Talmudic period, beginning nearly 2,000 years ago, the Jewish community supplemented the 
obligations of private tzedaka with an elaborate system of public welfare — the first recorded in 
history - including food, money, burial and clothing funds as well as publicly funded schools 
for rich and poor alike. 

By the Middle Ages, these had grown into a widespread network of social welfare 
instimtions for the poor, including a broad array of food programs, health care funds, dowry 
funds, funds to rescue and absorb refugees, shelter and food for poor travelers, and education 
programs. Since members of the Jewish community were compelled to support these 
instimtions, they are analogous in our time to the instimtions of government and not the 
voluntary private charities. 

Underlying these programs was a pervasive concern for the inherent value and equality 
of each person leading to the requirement that, whenever possible, help must be given to the 
needy in such a way as to e nhanc e the dignity of the recipient. For example, those who claimed 
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that they were poor were given relief immediately and investigation of the claim was done 
afterwards. Now, the Rabbis knew that some freeloaders would sneak into such a system, but 
with a sense of frustration and irony, the Talmud found a use even for the freeloaders, noting, 
"Be good to the impostors. Without them our stinginess would lack its chief excuse." More 
importantly, since Tzedaka is an individual as well as a communal obligation, the communal 
authorities taxed every person in the comniunity. Even the poor who are the recipients of 
welfare funds were taxed. This helped each person fulfill the mitzvah (commandment) of 
Tzedaka and prevented the stratification of society into two classes. Every person was a giver. 
Each person - even the poor — helped the poor. But no requirement more enhanced the dignity 
of the poor than the understanding of our tradition (and, I am confident, that of this committee), 
that the highest form of charity, was, in the words of Rahbi Moses ben Maimon (Maimonides), 
the greatest of the Medieval Jewish scholars, to avoid charity by providing a loan or a job. 

Today, we continue to believe that the larger community must play a central role in 
providing for the poor in ways that enable them to live independently, with dignity, and to move 
from poverty to economic self-sufficiency. In 20 years of crisscrossing the nation and 
witnessing with pride the Jewish community’s extensive social welfare services, I have never 
met one of our social service professionals who, based on his or her interaction with clients, was 
not convinced that the majority of those served want deeply and genuinely to be off of welfare 
and able to provide for themselves and their families. 


Principles for Successful Welfare Reform 

The organizations in the Jewish community that I represent today feel strongly that 
successful welfare reform must provide women on AFDC with the support necessary for them 
to live their lives with dignity, to be caring and responsible parents for their children and, 
ultimately, to make the difficult transition from welfare to work. There is a consensus among 
our community organizations as to the principles that ought to underlie effective welfare reform. 
Let me mention Just a few, drawing from the work of Anita Friedman, Director of the San 
Francisco Jewish Family and Children’s Services, and from the National Jewish Community 
Relations Advisory Council, the largest umbrella community relations organization in American 
Jewish life: 

1. A comprehensive set of adequately funded services must be provided, including: 

a) maintenance assistance, in the form of fmancial aid for food and shelter; 

b) vocational and social services, including not only Job training and placement but 
also essential supportive services after a Job is found to solve problems so 
individuals can keep their Jobs; 

c) continuing medical insurance for all, because the loss of health insurance is one 
of the major disincentives for AFDC recipient clients to achieve self-sufficiency; 
and 

d) child care to make it possible for clients to participate in vocational programs and 
the Job search process. 


2 . 


Rehabilitative vocational and social services, as well as education, counseling, life- 
skills, and parenting skills training must be offered. There must be a continuum of 
benefits and case management available to the recipient until she obtains employment that 
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will economically sustain her family. Because many AFDC recipient families have 
inadequate marketable skills and limited English literacy, job training programs are an 
essential component of welfare reform. In addition, the AFDC public welfare system 
serves not only well functioning families who need a temporary "safety-net" until they 
"get back on their feet, ' but also individuals who have been damaged personally or who 
face major obstacles to employment. The majority of welfare recipients therefore require 
a full range of rehabilitation, counseling and social services as a prerequisite to self- 
sufficiency. 

3. Job creation must be coupled with wdfare reform. Work-eligible AFDC recipients 
prefer work to welfare. But entry-level jobs which pay enough to support a family and 
which provide medical insuiance are rare, and becoming rarer due to structural changes 
in the American economy. Job creation is therefore essential as one component of an 
overall public policy strategy. Employer incentives such as on-the-job training programs, 
which have proven to be effective public policy strategies for inspiring business sector 
involvement in solving the long-tenn welfare dependency problem, should be instituted. 
Indispensable to this must also be better cooperation between Department of Health and 
Human Services administered welfare programs aixl Department of Labor employment 
and training programs. One stop, integrated services, with plans tailored to the needs 
of individuals and families are essential if people are going to be helped to leave the 
welfare system. 

4. Reasonable alternatives without punitive measures or arbitrary time limits that take 
no heed of individual circumstances must be offered to encourage self-sufficiency. 
Disincentives to dependency will be so only if the system is redesigned to offer 
dependent families reasonable alternatives. Giving up a steady income and the security 
of health coverage for a minimum wage job with no medical insurance makes no business 
sense for parents receiving AFDC. (For example, we know that in California it takes 
a job that pays the equivalent of $8.50 an hour to compete with what welfare has to 
offer.) Simply denying public benefits to families with dependant children in order to 
force individuals to find work is most likely to create widespread hunger, homelessness, 
and increased crime, not self-sufficiency. 

5. Welfare reform must support responsible parenting. An equitable system would 
foster responsibility by both the mother and the father of a child, and it would improve 
child support enforcement without penalizing the single parent for the failures of the non- 
custodial spouse. Moreover, women should also be allowed to work part-time, rather 
than full-time, if they do not utilize outside child care. 

6. Citizenship should not be a requirement for eligibility for AFDC or SSI. True 
reform of the welfare system should not pit one needy population against another. It 
should not fund programs necessary to some by denying assistance to others. 
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The Jewish Community’s Role 
in Direct Service Provision 

Today, the Jewish community provides services to people in need of food, health care, 
education, shelter, and counseling throughout the nation. To a large degree, these charitable 
activities fall under the auspices of the Council of Jewish Federations (CJF). Founded in 1932, 
the Council of Jewish Federations is a national association of nearly 200 local autonomous 
Jewish Federations that coordinate Jewish social services for approximately 800 localities in 
North America. This network provides a range of services including nutritional support 
programs for infants, meals on wheels, low income housing assistance, and nursing home care 
for the frail and elderly. 

In addition, one of the central missions of the Federated system has been the rescue and 
protection of Jews and others worldwide. On behalf of the U.S. Department of Health and 
Human Services, the Council of Jewish Federations provides for basic refugee care and intensive 
up-front service delivery designed to enable refugees to attain durable self-sufficiency. The 
success of the absorption of 350,000 Soviet Jewish refugees over the past two decades is an 
inspiring model of what an effective public/private partnership can accomplish. 

Our Federations have long had a strong and productive partnership with government that 
is the result of decades of mutual work and cooperation. This relationship is designed to further 
our community’s interests while meeting our obligations to the larger society. The U.S. 
Government relies heavily upon a vibrant non-profit sector to deliver quality health care and 
human services, and Federations contribute to fulfilling this essential role in our communities. 

Yet I know of none of the social service providers in our vast network who think that the 
religious community could fill the void left by government withdrawal from the struggle against 
poverty. Indeed, we are already stretched to the limits and know that too many still fall through 
the cracks of the safety net. 

In the synagogue community, we work primarily in the voluntary realm with 
approximately three-fourths of our synagogues running feeding and shelter programs within their 
synagogue strucnires or panicipating regularly in community programs. They too are at their 
limit. Let me provide just a few snapshots of our community’s programs - both large and 
small. 

In a speech before the Government Affairs Instimte at the 1994 Council of Jewish 
Federations General Assembly, the President of the Jewish Federation of Metropolitan Chicago, 
Steven B. Nasatir, described the activities of the Federation social services in Chicago. He 
states that, in Chicago alone: 

"Federation social service agencies are responsible for providing critical care and 
sustenance to nearly 100,000 children, youth, elderly, and families each year. In 1993, the 
Chicago Federation agencies provided 2.5 million units of different services to people in the 
community, Jews and non- Jews alike." 

However, in Chicago, as in cities across the nation, our Federations carmot provide these 
services alone. As Joel M. Carp, Senior Vice President of the Jewish Federation of 
Metropolitan Chicago states: 

"Despite our comprehensive network, we cannot provide the ongoing income maintenance 
and child care services required by poor families, or those who are elderly or disabled. We 
cannot be the safety net, as much as we might want to be. We raised and are spending $27 
million [not including service fees and other supplemental fund raising done by our agencies] 
for local services in Chicago this year. We also spend another $23 million in government funds 
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under various contracts we and our agencies have. These numbers do not include yet another 
$68 million in government funds, including Medicaid, which support our Mt. Sinai Hospital 
Medical Center, 80 percent of whose revenues come from govenunent funded programs enabling 
them to serve the West Side of Chicago. 

"The point is that if there is any diminution of government support for the $23 million 
worth of social services and employment and training programs, the Jewish community of 
Chicago will not be able to make up the difference. We struggle mightily to maintain our local 
fund raising campaign and to produce some increased giving each year. If government funded 
programs are cut, then the vulnerable people we now serve will just not be served. " 

In San Francisco, where the Jewish Family and Children Services program is the largest 
family service institution in the San Francisco area, more than three-fourths of the families in 
its programs designed to achieve self-sufficiency have been successful within a two-year period. 
This has been done through a careful mix of financial assistance with social services, and 
through a partnership of public and private sector resources. We have a track record in how to 
achieve the goals of welfare reform. 

In New York City’s extraordinary Jewish Educational and Guidance Service (FEGS), one 
of the largest non-profits in the nation, serving 50,000 people a year in their 1 17 locations, 
FEGS utilizes a broad array of govenunent funding to help sustain its service network. Cutbacks 
could not realistically be made up by private contributions. 

As noted above, in addition to the work of our Federations, thousands of synagogues 
throughout the country also provide direct services to people who are needy. Our synagogues 
most commonly provide shelter to homeless women and children who need a place to sleep, 
nutritious meals for hungry people, and tutoring programs for children and adults, among many 
of the social services. Many of these programs are funded entirely by the synagogue’s own 
social action budgets and out of synagogue discretionary funds. Some are funded in partnership 
with government programs. They are largely staffed by volunteers wbo give freely of their time 
in the spirit of providing another human being with the basic necessities - food, clothing, 
education, and shelter. 

One example that is typical is Central Synagogue, the oldest synagogue in continuous use 
in New York City, which provides a hot breakfast and a bagged lunch to hungry people two 
mornings per week, as part of a feeding program coordinated with area churches and other 
houses of worship. Together, they feed this group of people seven days per week. Created ten 
years ago and run completely by volunteers, the program originally served approximately 100 
people a day. 

Today, this program feeds more than 400 people daily, totaling 2,800 people per week, 
even though it is located in a space suitable to fit no more than 200 people, thereby forcing 
many to stand outside in the winter cold as they wait for their hot meal. Simply put, this 
program has grown because the number of needy people in New York (and other major cities) 
has escalated dramatically during the past decade. Nonetheless, this program is a model of the 
types of public service activities that have been touted by some as the answer to meeting the 
needs of the poor in the United States today. Thus, for example, Marvin Aleski (author of The 
Tragedy of American Cnmpa.s.sionl . an influential writer on these issues who has helped shape 
the current debate, argues t^ individual 'churches, synagogues, and mosques" will step up and 
increase their programs to fill the void of government’s withdrawal from welfare. Clearly, 
however. Central Synagogue’s resources are over-burdened and its facilities are over-crowded, 
as are the resources of all synagogues. Federations, and community centers across the country. 
It is not only unfair, but more importantly unrealistic to expect such private charity organizations 
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to provide the services that are currently administered by the government. 

Across the nation, programs like those in San Francisco, Chicago, and New York have 
already stretched their resources to meet the needs of those in their communities. These 
institutions would not be able to provide even basic services if government programs are further 
cut back. The states, already pressed for funds, are highly unlikely to make up the difference. 
Repeated studies of the non-profit sector generally and the religious community specifically 
refute the notion that it can provide for the truly needy without an expanded partnership with 
government. This committee must not ignore this data in deciding how to reform welfare. 

As Diana Aviv, Director of the Washington Action Office of the Council of Jewish 
Federations, stated in written testimony before this subcommittee on January 27: 

'T believe that it is unrealistic to think that billions of additional dollars will pour into 
charitable coffers if the public sector retreats from providing basic income support to people in 
this country. The Jewish Federation network is one of the finest social service systems in the 
country. Our collective campaigns raised nearly $1 billion in 1994. But in 1995, we are 
struggling to keep our campaigns at last year’s level, and in some economically hard hit 
communities we are failing. We will do our best to restore our system to vigorous health, and 
1 suspect that we and other charitable institutions will succeed in doing better. But it is 
imperative that the federal government maintain its role in the public-private partnership that has 
been created for caring for our nation’s needy." 


Today’s Welfare Debate 

The Jewish organizations I represent today are especially concerned about provisions that 
would have the following effects: taking a federal safety net away from poor children; defunding 
and devaluing AFDC and food nutrition programs from entitlement status; arbitrarily ending 
benefits to women without providing employment options; and penalizing legal immigrants. 
Many provisions in the Personal Responsibility Act, the Contract with America’s welfare bill, 
would produce these undesirable ends. Even beyond this specific legislation, a variety of 
suggested reform proposals include some or all of these harmfol elements. 


Impact on Children 

The ultimate judgement of a nation -- of its values, its honor, its basic decency - rests 
upon how it treats its children. A nation that neglects its children, that allows children to go 
hungry or homeless, that fails adequately to educate its children, is a nation that short-changes 
its future. 

In the zeal to reform the welfare system, members of Congress must not forget how the 
actions they ate now considering affect our children and America’s future. America already has 
too many homeless children huddled and shivering against winter’s chill without adequate 
shelter, too many children whose young stomachs know too well the empty pain of hunger. 
Those who would alter the welfare system in order to cut budgets will cite the financial benefits 
of their cuts, will claim that by reducing the national deficit they are securing our future. But 
by reducing that deficit by penalizing children — by making the weakest and neediest among us 
bear the burden of reform - they only bleaken that fumre. 

There are four ways that the Personal Responsibility Act and other bills would devastate 



745 


millions of American children. First, these proposals would permanently bar children from 
receiving AFDC benefits if their mothers were unmarried and under the age of 18. Second, they 
would disqualify children who were conceived while their mothers were already receiving 
AFDC. Third, they would prohibit children from receiving AFDC benefits if paternity had not 
been established. Finally, one of the most controversial provisions would favor state 
guardianship of children over familial care by allowing states to spend funds, saved from the 
paternity exclusion, on orphanages and group homes for teen mothers. 

The Center on Budget and Policy Priorities estimates that if these proposals were in full 
force today, at least five million children, more than half of the AFDC caseload, would lose all 
cash assistance. The paternity requirement alone would immediately end assistance to 2.8 
million children - 29 percent of all children now receiving AFDC. 

Though people may disagree about how best to solve our nation’s problems, I am certain 
we all agree that our children are our most valuable and precious resource, and we must treat 
them accordingly. We must protect our children from an indiscriminate budget ax just as 
resolutely as we would protect them from violence. We must carefully scrutinize cuts in the 
welfare system, including cuts in AFDC benefits, in the Food Stamp program, in school lunch 
programs, and in the Special Supplemental Nutrition Program for Women, Infants and Children 
(WIC). Our children, all too many of whom already are poor and are forced to rely on the food 
and benefits provided by the welfare system, are meant to walk with us on the road to peace, 
freedom and prosperity. We dare not walk that road to a better tomorrow while leaving them 
trapped in a bleak, a cruel, today. 

In the Senate, there is growing bipartisan support for a child protection provision to this 
type of legislation ensuring that no more hungry or homeless children are created by acts of this 
Congress and requiring a child impact analysis from committees on legislation they send to the 
floor for a vote. In keeping the focus of our actions in conjunction with God’s children, this 
amendment keeps the political and moral focus of our nation on the appropriate target. This is 
what the Bible did; it created a zone of protection for the least of us. This Congress and this 
committee can do no less. 


Block Grants for AFDC and Food Programs 

Many legislators now champion proposals to block-grant AFDC, Food Stamps, and other 
Federal nutrition programs. They argue that block-grants would provide states with more 
flexibility in administering assistance to their own populations. 

In reality, block-granting AFDC would devalue the program from its current status as 
an entitlement program with guaranteed full-funding. Instead, the program would fall within the 
discretionary funds subject to budgetary caps, the annual appropriations process, and incomplete 
funding. Funding for vital programs like child care and child support would be capped and 
forced to compete for funds with other deserving programs for scarce federal dollars. And, 
given the current push by many legislators for a Balanced Budget Amendment to the U.S. 
Constimtion, AFDC would be among the discretionary funds most vulnerable to cuts or total 
elimination. 

Similar proposals would combine Food Stamps with other nutrition programs, such as 
the school lunch and breakfast program and WIC, and would mm them over to the states in the 
form of block grants. These are among some of the nation’s most successful and cost effective 
programs representing a wise investment in our children and our future. Like the change in the 
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status of AFDC, block granting the Food Stamp program, the most critical safety net for poor 
families, would lead to reduction in funding, increased competition among programs, and, 
potentially, total elimination. 

The Center on Budget and Policy Priorities estimates that if the Congress follows this 
approach and turns these programs over to the states in the form of block grants, the total cuts 
in federal funding for food, housing and income programs would reach approximately $57 billion 
over four years. Nobody can articulate the social costs of undercutting the poor. 


Arbitrary Time Limits and Employment 

Many legislators now support proposals to cut women and their children off of AFDC 
after two years. New proposals would allow states to cut off all of a family's AFDC benefits, 
without assuring that the recipient has reasonable access to work, whether it be in the private 
sector or subsidized by the federal government. The Jewish groups I represent have grave 
concerns about this approach to welfare reform not only for powerful moral reasons, but 
practical reasons as well. Where do supporters of these time limits suggest that families without 
incomes live? Where will their meals come from? How will they clothe and support their 
children? Time limits can be part of an overall reform program but not in the form of imposing 
a lifetime limit on any form of assistance without regard to availability of training, jobs, 
necessary social support and other impediments to work. Such proposals cannot possibly meet 
the varied and complex needs of all AFDC recipients. 


Immigrants 

Finally, many welfare reform proposals suggest that money be saved by barring legal 
immigrants from receiving any AFDC or Supplemental Security Income (SSI), which currently 
grants benefits to 225,000 disabled irtunigrants. These measures would be devastating to the 
thousands of Jewish immigrants who enter the United States annually, especially those from the 
former Soviet Union, as well as the hundreds of thousands of others from all over the world who 
come to the Uttited States in search of opportunity and the pursuit of happiness. Denying 
benefits to some low-income families in order to pay for services for other low-income families 
contradicts the overarching principles of a credible and fair anti-poverty strategy. 


A Proposal 

At the least, let us test the efficacy of the different approaches. Members of this 
committee have their own views; the members of this panel of religious social services providers 
also have detailed recommendations for reform based on our long experience as the nation's 
largest, and arguably most successful social service providers. Before eviscerating the current 
system of welfare, let us test these different approaches in several states apiece through 
performance based contracts with careful evaluations of what works, and what does not, in 
moving people off of welfare. 
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Conclusion 

In conclusion, I would like to thank the Subcommittee for the opportunity to speak before 
you today. It is my hope that the original intent of welfare reform, to assist poor families and 
children attain self-sufficiency, will not be obscured by political issues that ate not related to 
welfare. 

So, Mr. Chairman, on behalf of many national Jewish organizations, I urge all members 
of Congress, regardless of political leanings, to search their souls when voting on proposals that 
would strip the poor of their only source of sustenance. I urge them to keep the well-being of 
all Americans always in their minds, and especially to recognize that when we short-change 
children for short term finaitcial gain, we make a faustian bargain that will cost this nation 
dearly down the road. 


Jason Bordoff and Jennifer C. Friedman, legislative Assistants at the Religious Action Center 
of R^orm Judaism, assisted with the preparation of Rabbi Saperstein's testimony. 
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Preamble 

Helping Jeurish poor as well as those w the 
general community achieueseif-sufficiena/ 
has been a fundamental commitment of the 
Jewish people. Jewish tradition and values 
emphasize the responsibility cf the larger 
community to provide for the poor and the 
near poor in ways that enable them to liw 
independently, with dignity, and to move 
from poverty to economic self-sufficiency. 
Most welfare recipientsareeagerioachieve 
this goal. Blaming welfare recipients for 
their own plight rather than addressing 
the inadecjuacies of the welfare system and 
of the nation's economy, are cause for 
alarm. Instead. acomprehensiveapproach 
should be developed, using a full range of 
coUaborafive programs and realistic mea- 
sures of accountability on both the system 
and the recipient. 

Condihons which enable families to leave 
the welfare system inclu^: jobs that pay 
enough to allow families to support 
themselves, opportunities for affordable 
housing, childcare, andothersocial services 
that meet basic needs. The NJCRAC will 
support measures which provide fiimilies 
with realistic work opportunities and ad- 
equate financial and other supports, espe- 
cially for the children in such families. 
While suc/i reforms may require mean- 
ingful financial investment in the short 
term, they save money in the long-term by 
constituting a worthwhile investment in 
people, effectively enabling them to move 
from \jelfafe to work and ensuring the 
well-being of children. 


Principles 

The NJCRAC therefore has set forth 
the following principles as a basis for 
developing a comprehensive and hu- 
mane welfare reform policy: 

1. Welfare reform is part of an overall 
commitment and strategy to reduce 
poverty and promote economK inde- 
pendence and social well being among 
the poor. A wide range of policies and 
programs, including job creation, 
health care for all, child care, and other 
support services, must be developed 
lo enable the working poor, as well as 
those dependent on public assistance, 
tobecomeself-supporting. Accmimit- 
merit to adequate funding is necessary 
to ensure that these goals are met. 

2. The federal government has a pri- 
mary responsibility for alleviating 
poverty by providing the necessary 
programs to enable individuals and 
families lo progress from poverty lo 
economic self-sufficiency. 

i. The federal government should en- 
sure a basic minimuin level of support 
to provide a decent living standaid for 
the poor. The level of government 
funding for welfare benefits should be 
brought, as quickly as possible, to the 
federally defirted poverty line, with 
regional adjustments for differentials 
inlivingcosts- Anyaction which would 
further reduce net benefits to indi- 
viduals, such as taxing welfare dol- 
lars, should be rejected- 

4. Government policy should recog- 
nize the diversity of those who are 
poor and irwlude programs which re- 
spond to the heterogeneous needs of 
diis population. One group requiring 
targeted services is the long-term poor, 
who face the greatest barriers to em- 
ployment. Another key iai^et group, 
requiring special attention by govern- 
ment, educatioruU and community 


institutions, is children who have chil- 
dren. Preventing pregnancies among 
teenagers could have a substantial im- 
pact on breaking the cycle of welfare 
dependence. Children who become 
parents, or who may potentially be- 
come parents, both fathers and moth- 
ers, require the following specialized 
services: targeted education and em- 
ployment programs; inducements lo 
remain in school; child care and health 
care counseling, to include programs 
and social service supports which re- 
duce pregnancy rates and encourage 
parent responsibility. 

5. Training, education, and job cre- 
abon programs should be funded at a 
level that enables such programs to be 
effective in moving clients from welfare 
to employment and sustainable self- 
sufficiency. Federal funding for the 
Job Opportunities and Basic Skills 
(JOBS) program — or any successor 
program -— should be increased to 
expand education and training oppor- 
tunities. Adequate funding must be 
provided also for job development 
strategies, as well as for job search 
assistance. Matching state funding re- 
quirements should be reduced and 
application procedures simplified so 
that administrative and fiWal con- 
straints no longer prevent states from 
accessing their full allocation from 
these programs. 

6. Welfare reform should notbe funded 
at the expanse of established govern- 
ment benefit programs which nmently 
serve welfare, low-income, and immi- 
grant populations, the working poor, 
the disabled, and other needy groups. 

7. Government policy should provide 
for comprehensive support services 
for welfare recipients enrolled in job 
training, education, and placement 
programs and for recipients in transi- 
tion from welfare to work. Services 
should include health care, child care. 
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housing transportation, legal services, 
and other social service supports. 

8. Any mandatory employment, 
whether in the private or public sector, 
to which welfare recipients are as- 
signed must not displace current 
workers and jobs, must provide pay 
and benefits equal to those of other 
workers doing the same work, and 
should not at any time pay wages be- 
low the minimum wage. 

9. If fixed limits are established, such 
as time limits in programs associated 
widi training and job placement, they 
should be contingent upon individu^ 
drcumstances (inci uding provisim of 
waivers for people with disabilities or 
other rweds), tlw capacity of the fed- 
eral government to guarantee adequate 
education and training services within 
the given time frame, the ability of 
dw economy to generate suffident 
numbecs of pennjrwnt jobs within 
reasonable geographic access, the 
needs of dependent children, and the 
government's capacity to provide the 
necessary support senices. 

10. Government policy should be flex- 
ible in assigning operational responsi- 
bility fordte design and implementa- 
tian of non-cash welfare programs, 
such as job training and child care, 
enabling partidpatian by a range of 
state ar^ local government ar>d non- 
govecnmoital agencies eKperietuvd in 
developing effective, localued service 
dsBveiy prograins. The policy, how- 
ever, must be based upon an adequate 
kvelof g ov er nmmthmdingfor a ervioe 
provision and clearly established gov- 
ernment standards of accountability. 

11. Welfarepragramsshouldempha- 
nae incentives over penalties. Family 
cap proviaions and other pimitive le- 
strictions endanger the welfare of 
children and fomUies and do not pro- 
mote self-suffidency. 


12. Welfare programs should facili- 
tate family stability by removing bars 
to participation by two parent fami- 
lies, and by not penalizing impover- 
ished families in %vhkd) both parents 
are employed. Reforms should make 
it easier to comtew some paid work 
with welfare bewfits, parhcularly in 
cases where only part-time and low 
wage work isavailable, without loss of 
health care, duld care, and other sup- 
port services, and to allow recipients 
to retain more of their earnings in or- 
der to save for future needs. 

13. P re fa re d remedies to poverty are 

those whkh support promote 

self-suffidency, and reward work, such 
as die earned inoosne lax credit (EITC). 
Ihe leceit expansion (rf the ETTC means 
diet families with one member waking 
fuU-ttme in a minimum wage job will be 
able to live above the poverty line. To 
ensure use of die ETTC, including 
awareness of advance paymoit avail- 
ability, outreach efforts, to both rcdpi- 
mls and employes, should beenhanced. 
All welfore tedpiertts, upon application 
for and departure from wdfore pn>- 
grens. should be notified in writing of 
the availability of the ETTC. Employers 
should be req^iired to inform new em- 
ployees of the option of having advann 
EMC payments available through their 
payraUL At the same time, the fiedcial 
govemmentahould continue toc9q>loie 
ways of estabbshmg a more effective 
and efficient advance payment system. 

14. Given that diild support enforce- 
ment services are oitical to preventing 
poverty, child support by absent par- 
ents should be enforced more vigor- 
ously dirau^ mechanisms such as: 
establishment of paternity as soon as 
possible followtr^ Urth; perixxlic up- 
date of guidelixiM for appropriate 
support paynwnt levels; interstate co- 
ordination of central registries fa col- 
lections and disbursements; and a 
federal child support enforcement 


clearir\ghouse, and other federal aasis- 
tance wherever possible. However, 
failure of efforts to establish paternity 
should not result in disqualificatiai 
fa welfare eligibility. A safety rwt of 
assured irunimum child support must 
be provided regardless of parents' 
employment status. 


Conclusion 

The NJCRAC is committei to calling to 
the attention of the fetirish and general 
community the problems associated with 
poverty, md to adpocatiag support for 
those pr ogra m s that will maoe atdmduak 
and ,^nmlws out of poverty toward self- 
sufficiency. The NJCRAC recognizes fed- 
eral. sidle, local, prnafe, and individual 
responsibility in worbng to develop a co- 
ordinated piv g ium of support for wdfm 
recipients artd their families. 

The NJCRAC urges local and national 
Jewish orffmaations to join in ccoJifion 
toilli oUier creic, religious, and advocacy 
organizations.and together todiseemmate 
this or simdar toe^tre reform pontian 
papers in Oieir states artd eorrmurdties, 
and toexprtsstheaepositions as preferred 
public policy to government officials, 
newspaper and magazine editorial bea r ds, 
and candidates for office in tMs election 
year 
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Chairman Shaw. Reverend Jones. 

STATEMENT OF REV. LARRY JONES, PRESmENT AND 
FOUNDER, FEED THE CHILDREN 

Reverend JONES. I want to thank you, Mr. Chairman, and also 
Members of the Subcommittee, for inviting me to speak on behalf 
of the hungry children in America. 

A very specific word is missing in the Contract With America. I 
would like to add one word. Contract With America’s Children. I 
would also like to say that I am among friends. I have been to 
three Congressmen’s districts who are present this evening deliver- 
ing food. 

I would also like to say that I have been here since 3:30 and I 
have heard my testimony about 10 different times, in some cases, 
much better than I personally could give it. So I would like to veer 
from it just a little bit because you have my written testimony. I 
would like for you to know that we have taken food to all 48 con- 
tinental States and have 30 semis that are going all the time. In 
December 1993, we took over an old college in Oldahoma City, and 
the first thing we did was start a Head Start Program, then job 
training. We have counseling for substance abuse and first-time of- 
fenders. 

Most people don’t know it, but over 80 percent of the people in 
prison in Oklahoma, when they come out have a problem with sub- 
stance abuse. We have afterschool tutoring. We have a class on 
Tuesday and Thursday nights so they can get their GED. We have 
Grannj^s Closet so poor children can check out books and edu- 
cational toys. We have an athletic program and then we have mid- 
night basketball. 

You see, I work with Democrats and I work with Republicans. 
When we came up with midnight basketball, somebody said, oh, 
that is a Democrat idea. All of a sudden that just set me off be- 
cause I am an old basketball player from Kentucky, and I didn’t 
know the difference between a Democrat and a Republican on the 
basketball floor. But one of the things that I think is going to have 
to be addressed is what we have witnessed tonight. 

They have had three breaks. When they had the first break, I 
went back over across the street and saw positioning between the 
Republicans and between the Democrats, and the thing that is 
going to have to be settled before the problem of welfare can be re- 
solved is positioning. 

I have heard people today who have jumped on the poor. We all 
know somebody that has abused the system, but I also noticed 
today on the front page of the “Washington Post” that States had 
taken $3 billion in Medicaid that they weren’t supposed to take. So 
when you start making block grants to the States, somewhere 
there is going to have to be a safety net. 

Of course, I have always worked off the assumption that Will 
Rogers had, there is not a dime’s worth of difference between a 
Democrat and a Republican. I love you both. But this positioning 
has got to stop, and we are going to have to quit using the poor 
as political football. 

When they asked me to give testimony, I bought and read the 
Contract With America. Page 75 is one of the simplest answers. A 
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person on welfare gets $12,000 a year. A person on minimum wage 
gets $9,000. Very simple math. Get them a job at minimum wage, 
let them keep the medical benefits and the food stamps, and you 
work them right out of poverty. 

Even the Word says, the Word became flesh and dwelt among us. 
We are going to have to walk with the poor. They are not going 
to jump out of poverty. They may crawl. They may start walking. 
They will not jump. 

Now, you have already heard testimony that we are all maxed 
out. We cannot do any more. We are doing more than we possibly 
can. Giving is down. People are tired of seeing us come to the door 
with our handout. 

Therefore, I think we are going to have to use the words of Mar- 
tin Luther King who said, folks, the church is not the servant of 
the State; the church is the conscience of the State. I am sitting 
here tonight telling you that on Saturday nights, poor children 
have nothing to do. Over Christmas vacation, they don’t go skiing. 
Over spring break, they don’t go to Fort Lauderdale. 

Gentlemen, it is hell being poor, and I feel that my — all my views 
have changed since I started with my wife, feeding the children in 
1979. We have got a problem out there and the problem is too big 
to be left up to politicians. 

We are going to have to roll up our sleeves and work together 
and get down in the ditch, and here is what I have discovered in 
the ditch. In the ditch, you don’t ask, are you a Republican, are you 
a Democrat? You don’t ask if you are a Christian or if you are a 
Jew. You have a job that is so immense in front of you and that 
child of the future is so precious to you that you roll up your 
sleeves and you go to work. This is what we need today. I am out- 
raged sitting here for 5 hours and going across the street and see- 
ing the positioning. 

Did you know that right now the Republicans are acting like the 
Democrats did 2 years ago and people are saying to me, didn’t the 
Democrats get it in November? Hold it. Republicans didn’t get it 
in 1992 when they lost the Presidency. Nobody knew that was com- 
ing, and the real question is, what does it have to do with hungry 
children? 

And so tonight I hold up to you the hungry children of America, 
and I am saying to you, I will come to your district, I don’t care 
what your religious faith is, what your political party is, we will 
work with you. These people here will work with you, but we got 
a problem that is bigger than all of us and it is going to take us 
all to solve it. 

Please, in the name of hungry children of America, quit bickering 
over whether it is a Democrat or Republican idea and remember, 
it is amazing how much you can get done when you don’t care who 
gets the credit. 

Mr. Levin. Amen. 

[The prepared statement follows:] 
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REVEREND LARRY JONES TESTIMONY 
BEFORE THE U.S. HOUSE OF REPRESENTATIVES 
WAYS AND MEANS COMMITTEE 
HUMAN RESOURCES SUBCOMMITTEE 

JANUARY 30. 1995 

Dear Mr. Chairman and Members of die Subcommittee: 

Thank you Mr. Chairman and Members of die Subcommittee for inviting me to speak 
on behalf of the hungry children in America. 

There is a only one word missing in the "Contract With America." 

1995 is the most pivotal benchmark in modem American politics, and this is the time 
to seize the atmosphere and bring about real, e^ectual change in welfare that clearly tells 
your constituents that today Congress is making a bipartisan "Contract With All America." 

For the past quarter of a century. Democrats and Republicans; the rich and poor; the 
white collar and blue collar; men and women; young and old have complained about the 
welfare system. 

Everyone in this room agrees, change is desperately needed. On history's clock, this 
may be our only hour to make the welfare programs work for the children who Feed The 
Children delivers food to every day. 

Let's not lose time on history's clock. We have an opportunity to write the pages in 
our children's history books on how America's poor was not lost to partisanship nor a periodic 
political skirmish. 

The families we meet through Feed The Children's programs are not graduates from 
high-level schools and colleges that teach theory, but the College of Life - where every day is 
is a lesson in choices and decisions in order to survive. 

As they struggle through the courses of the College of Life, lobbyists representing 
other interests are pounding the hallways of Congress. 

Who is lobbying for the poor? Who is lobbying for the children? No one because 
without funds, they are powerless. Therefore, their concerns are not heard in the hallways of 
Congress. 

When these programs were developed in the mid- 1930$, they were developed to serve 
children, orphans and widows. 

Now, somewhere in the rhetoric of the day, children have gotten lost. And if we don’t 
find them, we're setting a whole different tone and flavor for what our society is going to be 
in the future. 

The poor children are crying out for help, but our society is not hearing them until 
they grow up and become gun-toting teenagers. 

It is a matter of having programs and services that will not penalize the children who 
right now cannot care for themselves or scream loud enough to be heard. 

In addition to the 1 in 7 children who are currently on welfare, there is another whole 
segment sitting on the edge of welfare whose parents are working more than one job. 

Last month, the Labor Department stated that there are more Americans holding down 
two or more jobs than there are unemployed. 

For the past 25 years, multiple-job holders has increased 88 percent, and it is this 
segment of the population who are going the extra mile to provide for their families and 
trying to stay off of welfare. 

Obviously, they do not have the financial means nor time for lobbying state and 
federal governments. However, appropriate programs and services will help keep them from 
slipping across the edge into welfare. 

Welfare reform will always be an intensely debated issue because old stereotypes die 

hard. 

TOP 10 FACR THAT BREAK WELFARE RECIPIENT STEREOTVPES: 

1. 90% of welfare recipients are acting personally responsible because they are pursuing 
means to provide for their families. Several million families use welfare programs 
according to its original intent; 

2. Over half of welfare recipients are white; 

3. Most AFDC recipients do not another child for a mere $8? a month which 
doesn't even buy diapers. 
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4. Welfare programs combined are only 3% of the federal budget; it's not the threat to 
balancing the budget, 

5. Oklahoma's average AFDC recipient is a 24>year-old divorced woman with 11 years of 
schooling, some work experience and two children; 

6. The average age of first receipt of Oklahoma's AFDC services is 24.3 years old; 

7. A majority of AFDC recipients already leave the program at around 2 years (26 
months in 1993); 

8. Two-thirds of all women raised in welfare families avoid turning to the system as 
adults; 

9. Most recipients would get off of welfare if they could keep their medical benefits; 

10. More than half (57%) of welfare mothers have a high school diploma. The average 
educational level in Oklahoma is 11.8 years. 

Feed The Children has found that a home without enough food to feed a family is also 

a home lacking other basic essentials, such as proper clothing, electricity to warm the home, 

medicine, transportation and a working-level education. 

Then, die family finds itself entrapped in the agonies of poverty. 

TOP 10 AGONIES OF THE POOR: 

1. The "Contract With America" cites one of the major agonies on page 75: A single 
mother can make $3,000 more per year by staying home receiving welfare benefits 
versus working at a minimum wage job while losing the benefits; 

2. There are usually more days in the month than money for most poor families. 

Likewise, most of the feeding centers across the country run out of food before the 
end of the month The last week of many months, American families are penniless and 
hungry; 

3. Fixed income creates depression which manifests a lack of motivation to work. 

People need something to get up for in the mornings. 

— Just south of the glitzy, hi^-rent Dallas skyline is an area called Sand 

Branch where the living conditions are comparable to any Third World 
neighborhood — no indoor plumbing, homes filled with smoke from wood- 
buming stoves for warmth and some have 15 people living in a two-room 
shack. 

We met a lady there a couple years ago who said she was depressed 
because she was living on a fixed income and not working. Recently, we met 
her again. 

She told us how the simple act of bringing her food two years ago made 
her fee! that someone cared and diat the food gave her the little extra hope and 
courage necessary to look for a job. 

Today, she is employed and has extra cash to repair the holes in her 
home's exterior walls so that she can provide a warm, respectable home for her 
son. 

4. Th^ risk their medicrd benefits if they take the initiative to get off of welfare because 
many jobs do not come widi health insurance, or it is too much of a deduction out 
their paycheck. 

— At Feed The Children, we have one of the most economical health insurance 
programs. For a family, it still costs over $200 a month which is a substantial 
amount of money for anyone; 

5. The cost of day care cancels any incentive to work at low-paying jobs; 

6. The risk of selling drugs makes more sense than working at low-paying jobs. 

In our work with gang membei^ one told me that it did not make economic 
sense for him to work at a minimum wage job when he is supporting his 
mother, wife and child and can make a $1,000 a day without even working. 

But, he decided that a minimum wage job made personal sense because it 
would keep him out of prison. 

7. Many welfare recipients are bound to their locale and cannot afford to move where 
jobs are more accessible, nor are they able to travel for interviews; 

8. Many cannot afford a car to drive to vrork because owning a car also requires money 
for insurance, gasoline, parking, maintenance and repairs; 
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9. Some families get so far behind that when they do get a job, it takes years to catch up, 
long after losing welfare benefits; 

10. Constant trade-offs; Do 1 pay the electricity or water before they're cut off which will 
require additional costs to reconnect, or do I feed the children? 

To address these traps, a couple years ago Feed The Children went beyond putting 
food on the table and began The S.P.O.T. which is short for Shaping People of Today. 

The S.P.O.T. provides welfare families service for all of its members in order to halt 
the inter-generational cycle of poverty. 

Parents and single mothers receive job training, assistance, placement and follow-up 
counseling, educational training, nutritional and budget classes, and life-skills training, 
teenagers benefit from a variety of athletic programs; and smaller children participate in Head 
Start programs, access to a library filled with educational toys and books and athletic 
programs. 

At our basketball clinics for small children, we noticed that they arrived lethargic. We 
soon discovered that none had eaten breakfast, so we began providing food each morning. 
They had a sudden burst of energy, enthusiasm, increased level of concentration and 
motivation to learn for the next three hours. 

Many opinion leaders have criticized midnight basketball programs, but they are 
admitting their own ignorance about the daily lives of poor children. They simply do not 
have anything to do on Saturday nights. 

Idleness is the devil's workshop. In America, we have given Saturday nights to 
idleness which has precipitated the drive-by shootings and gang-related crimes that we read 
about in the Sunday papers. 

We must address the effects of poverty on today's children before they grow up and 
become gun-toting teenagers 

In Pearl's Kitchen . Pearl Bailey wrote over twenty years ago that "hungry people 
cannot be good at learning or producing anything, except perhaps violence." 

During 1994, 300 single mothers with children and older adults, who have never 
faced the need for assistance, have graduated from The S.P.O.T. 's job assistance program. 

Their current employers are so happy with their work ethic and ability to peiform the duties, 
that many are requesting additional referrals for employment 

The first graduate who we placed in a job. Ismael, was receiving food stamps and 
living in a shelter because he had no place to go ai^er being released from prison. Before 
coming to The S.P.O.T., he had no hope of ever finding a decent wage-earning job. 

Within the first 90 days at his new job. he was selected Employee of the Month and 
later promoted to supervisor. He now has a home, a s^ure job, owns a car, and most of all, 
a new lease on life. His employer has hired additional graduates from The S.P.O.T.. 

This example is typical of the responses we receive from graduates and employers. 

In our fifteen years of delivering food to poor families across America and during the 
past year of personally assisting individuals and families to get back on their feet, we have 
found that the following incentives would be real reforms: 

TOP 10 WAYS TO IMPROVE WELFARE PROGRAMS 

1. Increase jobs in rural and small town areas. Job training is great, but inconsequential 
when there are not any jobs in the welfare recipient's locale, 

2. Provide incentives to finish high school. 68% of those on AFDC rolls have never 
finished high school and many lack even the most rudimentary skills, such as the 
ability to read a map; 

3. Provide an incentive to work. During former President Ronald Reagan's transition in 
1980, many able-bodied recipients were petrified that he would carry out his campaign 
promise and slash welfare They hustled to get jobs. But soon their fears of campaign 
rhetoric subsided and many returned to the public dole. It was clear that simply 
fearing the loss of social assistance may have been the greatest motivater to get their 
lives in order 

Rather than using fear as the big stick, we can utilize compassion and 
commitment with a "fill the gap" measure which will reduce the number of 
recipients returning to welfare Once employed, "fill the gap" by continuing 
medical and child care benefits for a period of transition while the recipient is 
trying to catch up and get their feet on the ground financially; 
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For example, a single mother can make SI 2,000 per year on welfare programs, 
but only $9,000 at a minimum wage job. The government can save $9,000 per 
family by continuing her medical and food stamps while she's being paid by a 
private employer. Most of all, she is gaining self worth and independence. 

4. Provide a tax credit to companies as an incentive for employing individuals who are 
trying to get off of welfare; 

Oklahoma has been at the forefront of welfare reform, and last year, more than 
3,500 people moved into unsubsidized employment. These numbers could 
increase by providing a tax credit to employers. 

5. Deter inter-generational dependency through Leam-fare which requires 80% school 
attendance to receive AFDC benefits. Leam-fare begins this spring in two Oklahoma 
school districts. 

6. Deter food stamp fraud and theft. Although a small percentage of welfare program 
users abuse the system, in all the homes I have visited across the country, 1 have never 
seen a $600 toilet seat in a welfare home. 

Oklahoma will begin this summer an electronic benefits transfer card that 
functions similar to a credit card and will reduce abuse. 

7. Provide public service work opportunities which will help weave welfare recipients 
into America's mainstream working fabric. 

Oklahoma is seeking a 3-year limit on benefits, at which time recipients have 
to fulfill public service work requirements. 

8. Raise the maximum worth allowed for a recipient's car from $1,500 to $5,000. 
Recipient families need a car so th^ can have transportation to interviews and jobs 
that may be outside of their immediate locale and because public transportation, if 
available, has limited routes and time schedules. 

9. "Head Start" should be renamed "Equal Start" so that poor children feel that they are 
on the same playing field as middle-class children; 

10. Take reform to the front lines. The Personal Responsibility Ac! acknowledges that the 
best solutions come from the states, not Washington, D.C. Regardless of success or 
failure, Washington cannot wash itself from responsibility by turning it over to the 
states. Whichever level welfare programs are administered, safety nets need to be 
built in for the thousands of unique cases ranging from south Chicago to the 
Appalachia to Indian Reservations. 

The government can assist in taking the aid directly to the needy by providing 
tax credits to non-governmental groups, such as feeding centers that are on the 
front line distributing food and odier essentials directly to the people. 

— Hubert Humphrey stated "the impersonal hand of government can never 
replace the helping hand of a neighbor." 

A report in the Independent Sector found that churches and synagogues are the 
primary service providers for neighborhoods The poorer the community, the 
larger impact by the church or synagogue. 

Programs similar to The S.P.O.T. in Oklahoma City, which provide a variety of 
social services, can be the safety net for those who need extra attention not 
provided by state or local governments. 

A middle-aged mother who graduated from The S P O T, program stated 
that it helped her to overcome fear of applying for jobs and boosted her 
self-confidence She felt looked down upon by the Department of 
Human Services staff which perpetuated her loss of confidence and 
courage 

MINIMIIM-WAGE COMPUTER JOB 

I know that the subcommittee members have heard countless reasons why people 
remain on welfare and how it can be fixed, so I would like to recap these reasons by taking a 
closer look at the old adage, give a man a fish and you feed him for a day, but teach him to 
fish and you feed him for a lifetime. 

For the sake of today’s reality, I will use a minimum-wage job as a substitute for 
going fishing. 

Once upon a lime, a mother of two children wanted to get off welfare; she decided to 
take control of her life, apply this old adage, and began working in an entry-level position at 
a computer firm as an assembler at minimum-wage. 
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First, the mother, Alison, has to have a car to get to work because the bus route 
doesn't include the suburbs. 

But, she's afraid to drive because her car frequently breaks down. 

Alison cannot afford to pay S200 to have it fixed because then she wouldn't have any 
money to pay the gas, water and electric bills. 

She's determined not to let any barriers obstruct her path toward independence and a 
productive life, so she goes ahead and drives to work, dropping off her toddlers, Ryan and 
Leslie, at the day care center. 

The cost of day care is $13S per week for both children, but her minimum wage job as 
a computer assembler only brings home $180 per week. 

While restoring self-worth and earning independence, she's now spending 75% of her 
money — earned the old-fashioned way — on day care. 

On Alison's first day at work, she finds her peers are mostly college graduates, who 
are also trying to make ends meet. 

But now, she loses a little bit of hope for a promotion to a better paying job within the 
company because her peers have an advanced education, and she is still completing her GED 
in between working 40 hours a week and maintaining a decent home for Ryan and Leslie. 

Alison remains motivated to get off welfare and refuses to lose any courage or to feel 
threatened by her fellow high achievers and works as hard as she can. 

At 10:00, Alison meets some of her new colleagues in the coffee-break room. The first 
person she meets is Patty who has worked on the assembly line for four years and is still 
making minimum wage. 

Patty had one year of college before marrying and now is the single mother of three 
children. She explains that after four consistent years of working, she still cannot properly 
feed and clothe her children on her wages. 

Since the assembly-line work is a dead-end job at this company, Patty said she works 
a second job on Friday nights, Saturdays and Sundays. 

Although this second job helps her pay die bills, she never gets to see her children. 

Patty said she read an article last mondi where the Labor Department released figures 
citing more Americans are holding down two or more jobs than there are unemployed. 

"You know," said Patty, "they say teach a person to fish and you feed them for a 
lifetime, but I've been fishing and I still can't feed my family through the end of the month. 
Apparently, fishing in this market doesn't pay." 

Patty tells Alison that if the power suiters in Washington really wanted us off welfare, 
they would at least encourage companies to pay ivhat welfare pays. 

"I may have only completed one year of college, but you know the Democrats 
approach hasn't worked and I checked out the 'Contract With America' the other day at the 
library," Patty continued. 

"The solution is very simple, but because Uiey try to complicate everything, th^ didn't 
even notice it in their own book " (Patty's answer is on page 75 in the "Contract With 
America” paperback version.) 

"I can make $12,000 a year on welfare programs, but only $9,000 at my minimum 
wage job. The government could easily save $9,000 by letting me work and continuing my 
medical benefits and food stamps. In the meantime, I'm restoring my seif-worth and being a 
productive citizen.” 

Sitting at the next table is Natasha who begins to tell Alison and Patty how she 
completed her masters degree in business administration and even worked for a National 
Football League player. 

Natasha added that the government could provide an incentive to companies by 
offering tax credits for hiring employees who are trying to get off of welfare. 

At the end of football season, Natasha lost her job and has not been able to find 
another one. So she's assembling computers in order to put food on the table for her children. 

Natasha confided to the group about how she and her husband decided to divorce so 
that she could get more money as a single mother — for the children's sake. 

She said it seems that this cycle of poverty breeds dissension. 

Then during the scheduled lunch hour, an older woman named Betty told Alison that 
if it had not been for her church food pantiy. that her family would not have had enough food 
to eat after her husband lost his job at the town's Savings and Loan due to layoffs. 

Betty said "Hubert Humphrey must have been right when he said 'the impersonal hand 
of government can never replace the helping hand of a neighbor 
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However, her husband's hopes had been raised upon hearing that one of his laid-off 
friends got a decent-paying job at the next town's bank. 

Betty told Alison "well, that's great, but he is only one in 2S9.S29 Oklahomans in line 
for decent-paying jobs." 

Alison wondered how it is that during campaigns when politicians listen to the voters 
concerns at media-hyped town hall meetings and when they arrive in Washington, they seem 
to lose their memory. 

Alison's remedy is that politicians may need to be treated for Alzheimer's. 

Natasha looks and sees two pastors on dieir weekly visits. She calls them over and 
tells them that they were discussing die downside of their jobs and why we are worse off than 
when we were on welfare. 

Dr. William Bormer, of Christ Church, and Reverend Homer Smith, of Greater Hope 
God In Christ Soon Coming King A.M.E. Churdi. said they combined the efforts of their 
exclusively v^ite and African-American churches because diey were amazed at how much 
can get done when no one cares who gets the credit. 

Reverend Smith said he doesn't understand Washington. People say Democrats 
understand udiat happened in November 1994, but I don't think they understand any more 
than the Republicans did in 1992. 

I guess Will Rogers was right — there's not a dime's worth of difference between the 
Democrats and Republicans. 

Dr. Bonner agrees by saying we ought to follow the command of our Lord by having 
a banquet for the poor, the hurting and the rejected. Today's polibcal parries have "parries" 
for themselves. 

Dr. Bormer asks everyone if diey read about the $1S,0D0 — and the $50,000 — per 
plate parties. 

Alison said "you don't have to have a party for me . . . just help me keep food on the 

table." 

Reverend Smith mentioned that he saw on ABC "Prime Time" a story about an 
African-American woman who sells food stamps and buys drugs which gives the wrong 
impression since most Americans already believe more blacks are on welfare than whites. 

Reverend Smith conrinued that we til should know by now that actually half of 
welfare recipients are white and that only 10% misuse the system. 

Ano^er employee said "well, all 1 have to say is that no one will ever rind a $600 
toilet seat in a welfare mother's home." 

Betty laid bets that probably most sitting legislators did not personally know a poor 
person, nor anyone who had ever been on welfare. 

But, she hoped that maybe Congresswoman Lynn Woolsey will begin to educate her 
peers about life on welfare. 

Betty said if the govemmmt gives the mon^ to states, they had better have safety 
nets because everyone will not fall into the same category. 

Just as diey were wripping up on how Washington probably intends to throw the 
responsibility back to the states so that they can escape any blame, a part-time employee. 
Jefirey, became ill. Everyone rushed to his aid, and one of the college-graduates started to 
call for an ambulance. 

But the ailing man said not to call because his medical bills are already 
insurmountable, taking every penny he earns at work. As a part-time employee. Jeffrey said 
that he does not have any medical benefits. 

A sense of hopelessness overwhelms Alison and squashes any courage and 
motivation. She begins to leave work, and now her car won't start. 

If her children. Ryan and Leslie, are not picked up within 15 minutes, the day care 
will charge her an extra $1 per minute that she is late. 

Panic takes over, eventually the car starts. Alison is 15 minutes late to the day care 
center and she has to fork over $15 which was budgeted for food. 

It's the last week of the month when the local food pantry usually runs out of food, so 
Alison, Ryan and Leslie arrive home to sit down for dinner — at an empty table. 

The next morning, Alison has to miss work in order to locate a food pantry with food 
which can only be done during business hours. In the meantime, she loses her morning 
wages - $17. 

The frustration is too much, so she buys some cheap cocaine in order to escape the 
moment. But she still finds herself entrapped in the cycle of poverty. 
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These are real stories, but the names were changed to protect the victims of poverty 
CLOSING 

American voters made one of the boldest moves ever in modem political history. 
Collectively, they have become the commander>in-diief of the legislative branch with orders 
for a revolution of far greater impact than die executive branch during the Reagan Revolution. 

The American electorate has breathed a second wind into President Abraham Lincoln’s 
Gettysburg Address "that this nation under God shall have a new birth of freedom, and that 
government of the people, by the people, for the people shall not perish from the earth." 

Your constituents, in their new role as commander-in-chief, expect a bold, swift 
response to a tall order. Otherwise, they are capable of ordering dishonorable discharges 
again in November 1996. 

An African proverb states "poverty makes a free man become a slave." 

Programs like AFDC, combined with food stamps and housing assistance, although 
meant for good, have broken up more families dtan slavery ever did. 

As a result of these broken families, children are being raised without fathers in the 
home. This single fact contributes more than anything to the chaotic atmosphere in America. 

The downward spiral of poverty is the root for many of our country’s ailments. The 
deeper the root grows, the more crime, drugs, illegitimacy and illiteracy sprout like 
uncontrollable weeds. 

As a child, I remember watching my mother pull weeds in the yard. Congress needs a 
weed-pulling 104th Session and spend the necessary time on shaping an elective welfare 
program that encourages an upward spiral out of poverty and starves the ailments. 

Even Aristotle and Marcus Aurelius knew in their days that "poverty is the mother of 

crime." 

A current congressman of the majority party told me recently that both Democrats and 
Republicans are only nibbling at the welfare problem. 

In the meantime, the new Congress is distracting itself by playing "gotcha politics" 
and "gotcha journalism," instead of focusing on real problems. 

I hope that I do not have to return in 25 years to testify about a mess that was created 
in 1995. Welfare reform is inevitable. It's something that is needed. Hopefully, we have 
learned why the War on Poverty programs have not worked and we'll get it right in 1995. 

As a voter, I charge each of you to respond to the electorate's order for welfare reform 
with boldness, statesmanship and leadership. 

Voters have expressed a contempt, similar to Walter Lippmann's tone in Drift and 
Mastery, for "anyone who picks his way through the world as if he were walking on eggs." 

Government exists not that some can have more, but that alt can have some. 

Make today the beginning of the "Contract With All America." 
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Mr. Rangel. Listen, there goes those bells again, but let me say 
this. Those children are going to need some help. If we were deal- 
ing with capital gains tax cuts tonight, there would be lines outside 
trying to get into this room and every seat would be filled, but un- 
fortunately, if you have the votes, you move with it and the kids 
are going to lose. 

I just wish there was some way that nobody in America could 
say, I didn’t know they meant that. And I want to thank you all 
for waiting so long to share with us what is in your hearts and try 
to think of some way that the rest of America that mean well, look 
at the fine print. Everyone is frustrated with the system, but most 
people didn’t know that they meant to do this. 

Thank you so much. 

Mr. Ford. Thank you very much. 

Mr. Collins. 

I am going to be very brief. I have to go and vote as well. 

I would like to associate myself with the remarks made by my 
colleague from New York, Mr. Rangel. And I would like to thank 
Ms. Nelson and the ministers of the clergy for your testimony be- 
fore this Committee. And I, too, would trust that all of us, Demo- 
crats and Republicans alike, will put children first and think what 
is in the best interest of our children and the poor children of this 
country more so than an3^hing else. 

Thank you again. 

Mr. Collins [presiding]. Well, as you can see, we are quite busy 
running back and forth across the street. I think we all need a set 
of roller skates. We do appreciate each of you coming and your pa- 
tience in waiting to testify, and we do hate it that there has been 
such an interruption in between testimonies. 

Larry, I just caught the tail end of your comments. I wish I had 
been here to hear the full amount, as I had heard most of the other 
speakers, because it sounded like you were just bringing over a car- 
ryover from yesterday. I am sure you had a real stemwinder yester- 
day morning in the pulpit, so it sounded like you were carrying it 
forward. 

I think it is very important to understand that no one group, no 
one party, no one individual has the answer to the situation we are 
facing with welfare reform or welfare replacement, or however you 
want to describe it. I think you made a very good point that it 
shouldn’t matter who gets the credit, but what is done. Getting the 
job done is what is important. 

We are not only faced with trying to do something in the area 
of just welfare reform itself as far as that type of legislation, but 
we are faced with several other areas of legislation that we are 
dealing with that I think go hand in hand with welfare reform, and 
that is in the area of job creation. We must put back in place the 
necessary incentives, and I don’t think we are looking at quite all 
the things that we need to look at in tax reforms with just the bills 
that we have facing us, we have put forth with the Contract With 
America. 

I think we have to go further into the Tax Codes later on this 
year or sometime early next year, but if we are going to have any 
success with this program, we must look at the incentives and ere- 
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ate jobs that pay people enough to look away from that incentive 
to stay on welfare and look toward the job placement. 

So I am hoping again that not only will we have bipartisan ef- 
forts in the area of welfare reform or welfare replacement, but we 
will also have bipartisan effort in the area of creating jobs to put 
those people — remove them from welfare to a work setting. 

I see a couple of my colleagues are back. 

Questions, Ms. Dunn, or Mr. Ensign. 

Mr. Ensign. Thank you, Mr. Chairman. 

Sorry about not hearing the rest of your testimony. They got us 
on a wild schedule tonight. 

Rabbi, I would like to have a little dialog about some of the 
things that you addressed. You mentioned in the Bible that there 
is a long history of taking care of the poor, those who are truly 
needy, but from my understanding of reading the Bible, it was vol- 
untary. It was not a forced giving — I mean, it was a commandment 
from God but it wasn’t a commandment from the government to 
take care of the poor. 

Rabbi Saperstein. Yes. 

Mr. Ensign. And the reason I bring that up is because the word 
“compassion” means to suffer with, and it seems difficult to me for 
the government to be compassionate by definition. It seems that 
private organizations, churches, synagogues, local charitable-type 
organizations, there is that human factor there, that somebody is 
not subjugated to a bureaucrat waiting in a line. And while there 
needs to be some — whether it is Federal Government, local govern- 
ment, State government, whatever — there has to be some Wnd of 
an involvement there, especially how massive the system is now, 
until at least we can work toward more of a charitable-type situa- 
tion, but it seems to me that it is so much more compassionate. 

It seems to me that it is a system that is more of a hand up than 
a handout, and it is done so much more with taking into account 
specific needs instead of a cookie-cutter approach to every single 
case. 

Your comments? 

Rabbi Saperstein. These are important questions and I am glad 
that you put them on the table. In each profession, there are cer- 
tain assumptions that people who live and breathe in that profes- 
sion know about, and there is much you take for granted in politi- 
cal life that we may not know. Let me just share with you one 
thing that everyone at this table is aware of. 

Mr. Ensign. By the way, I haven’t been here long enough to take 
it for granted. 

Rabbi Saperstein. In the Bible, there is no word for charity. Let 
me also point out: I have been teaching Jewish law for 15 years 
at Georgetown Law School and have written widely in this area. 
There is no word for charity. It doesn’t exist. The word in the text 
is tzedaka, and it is the only word we have that approximates char- 
ity. It is a word that means righteousness and justice, and it refers 
to the money an individual gives to help poor people. It is called 
tzedaka money. 

That system was incumbent upon people. It was the equivalent 
to a taxation system. You could do more over and above that if you 
wanted, but you owed that, coming from the Biblical idea that 
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what we own, we own in a trust relationship with God. “The Earth 
is the Lord’s and the fullness thereof.” And the Jewish tradition 
understood that, as trustees we were obligated to share the wealth 
that God had entrusted to us with those of God’s children who were 
less fortunate. 

The second point I would make is that, in the Bible, it wasn’t to- 
tally clear who insured that the poor would be fed and the widow 
and orphan taken care of, who would insure that the comer of the 
field would be set aside for the hungry. But by Talmudic times, 
2,000 years ago — at the time that Jesus lived — it was widely 
agreed upon, i^d it is different than either liberalism or conserv- 
atism today. It was both an individual responsibility and also a 
governmental responsibility. 

Every community had to have at least four major social welfare 
funds, plus a school for rich and poor alike, a food fund, a money 
fund, a clothing fund and a burial fimd. In the Middle Ages, that 
had grown into a full network of social welfare institutions run by 
the community, as a matter of fundamental justice, akin to the 
ones that we have today. And government could intervene in the 
workings of the economic institutions in order to make them fairer 
and more equitable. 

The tradition was also very sophisticated and knew many of the 
counterproductive problems that we face today, problems with 
which you are wrestling with. The tradition dealt with all of these 
problems, but the test was always protecting the children and the 
vulnerable to make sure that, in Paul Tillich’s words, I think it 
was, God’s pervasive preference for the poor was taken care of. 
That was our responsibility, and that is what we are asking of you. 

Reform it in whatever way you want, but make sure we don’t re- 
form it by plunging more people into poverty and hurting more 
children. That is the basic test. 

Mr. Ensign. The point I think a lot of us want to make is that 
right now we are destroying the children. We have done that for 
the last umpteen number of years, percentagewise so many more 
children than we ever destroyed before by our welfare system. Our 
welfare system has destroyed the inner-city family, has destroyed 
those children. They grow up with more crime, with more feeling 
of despair vuider the current system. And sajdng that we are doing 
that to protect the children would be just as wrong as doing noth- 
ing. What we have to do is we have to seek to try to do the best 
that we can for these children, for the next generations. 

Rabbi Saperstein. We are the ones who work on the ground 
with these people. None of us are naive about the reality of the 
problems that you identified. There may be a little of the post hoc, 
propter-hoc policy that because two things happen in sequence, 
they are connected, because welfare is what it is and the other 
problems are connected. 

Putting that aside, every one of the problems you are wrestling 
with, we recognize. And as you heard alluded in the testimony 
here, to every one of those problems, we can suggest effective, prov- 
en responses. Substantial programs to address them not in a naive 
sense of maintaining just the status quo, but changing the status 
quo to strengthen families, to reduce illegitimate births, to reduce 
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fraud. We can talk about things that work, that really work, in a 
way that won’t penalize the children. 

We ask you to look at this testimony carefully in that light to see 
other ways than the Contract has proposed, the Personal Respon- 
sibility Act has proposed, to achieve the very goals you want with- 
out punishing the children. 

Mr. Ensign. Thank you, Mr. Chairman. 

Reverend Kammer. May I add something? 

I think there is a vast misunderstanding of the capacity and the 
relative roles of government and the churches. What we do, most 
of us, all of us I think, is we help people in those moments of crisis 
when whatever their means of income — job, AFDC, SSI, Social Se- 
curity — doesn’t meet their needs. So we help them with the rent 
deposit that they can’t put together or to pay the medical bill that 
they can’t deal with, and so forth. 

None of us provide baseline income to poor families. That is a 
task, and this is in Catholic social teaching, that this Nation recog- 
nized 60 years ago that we did not have the capacity for. 

Mr. Ensign. If you will indulge me for 30 seconds. 

Mr. Collins. Thirty seconds. 

Mr. Ensign. Thank you. 

From my perspective, that is wrong. From my perspective, the 
church isn’t an institution. The chxu-ch is the people in that institu- 
tion. We need to have the church, the synagogues, take the roles 
back. Bring back where a family sees another family in need, a 
widow, or whoever it is, in need and they adopt that family as a 
body, and that is where I think the church’s role is. I don’t think 
that is government’s role. 

Reverend Kammer. Let me give you an example; we were serving 
3 million people in 1981. We are serving 10.5 million people in 
1993. In those 3 million people in 1981, only 1 million needed 
emergency assistance, food and shelter. So for 2 million others, 
what we were doing was helping people get back on their feet. Now 
it is 7 million people needing emergency assistance, food and shel- 
ter, because of the downturn in the economy and the cutback in 
government programs and services. 

So we have reached out and stretched ourselves, and all of us 
can give you statistics like that, but, in fact, the very burdens that 
have been pushed onto us because people can’t meet their basic 
needs, make it impossible for us to do the long-term personal 
change kinds of work we had always done to help people get back 
on their feet. We have — I mean, it is a 700-percent increase in 
Catholic Charities across this country in 12 years. So we have done 
that. 

But what we hear you saying to us, sir, in the Contract is, there 
are another 5 million people coming, folks, who are going to need 
that baseline income for themselves, which we have never had the 
resources to provide. Our people are immensely generous, and our 
parishes across this country have opened soup kitchens and food 
banks and food pantries and reached out to families and done 
emergency assistance and driven people to the doctor, and so forth, 
but we cannot carry the burden that we see — this is universal — ^you 
are about to lay on us. 
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Mr. Collins. Let’s move on and Ms. Dunn, do you have a ques- 
tion, please? 

Ms. Dunn. Thank you, Mr. Chairman. 

Sorry that I missed most of your testimony, but it wasn’t because 
we didn’t want to be here. 

Father Kammer, I wanted to ask you a question. I was interested 
in your question, the idea of the atonement child, and it is a point 
of view I hadn’t considered before. It was very interesting to me. 

I wanted you to link that up with your comment that “orphanages 
are us.” 

As you know, we have discussed this concept and been ridiculed 
by a lot of folks who don’t understand the meaning behind it. I 
would like you to give us the perspective of the Catholic Church 
and how you provided the sort of care that is so useful to a mother 
and child together and perhaps design a model that might be use- 
ful to us as we put our program together. 

Reverend Kammer. Thank you for the question. As I say, we take 
care of about 20 percent of the kids in the country who are in some 
form of alternate care, out-of-home care, whether it is foster care, 
group homes, or the more traditional residential facilities. 

We think there is a place for all of that spectrum of care, depend- 
ing on the kids. Our people who run the more, what you would call, 
restrictive residential facilities, think we often get luds too late off 
the foster care system that come to us with very, very severe, mul- 
tiple presenting problems, who would have been better off if they 
had come to us 5 years earlier. There is a need to look at the child 
welfare system around that question. 

We distinguish, and this is the point, the conversation on welfare 
and the problem of orphanages which was the political debate over 
the last 6 or 8 weeks. The question about child welfare and the 
child welfare system and abuse is separate from the question of 
AFDC or family income support, and I think they have to be looked 
at separately. 

But in that area, let me come back to that, of young teen par- 
ents, we have argued for, in our presentation and from the experi- 
ence of our agencies of about 10 years of some trial and error pro- 
grams, that for young teen mothers, we think they need a struc- 
tured environment with supportive services to help them be good 
parents and to raise their kids and to avoid future pregnancies, 
and so forth. And that can be done either in their home, if the 
home is not a place of violence and sexual abuse, and so forth, or 
it needs to be done in an alternate structured environment, which 
could be, again, depending on the mother and child, a group home, 
sheltered environment, apartment living, where the other services 
are offered to them. And we think they need that. And that will, 
in our experience, reverse the repetition. There is both a cycle of 
poverty and a cycle of teen pregnancy in this country. 

And so that is what we have tried to offer to the Committee. And 
so we would see just not giving a check, for example, to a young 
teen mother and sending her out to an apartment. That is a de- 
structive process, we think. 

Ms. Dunn. And I really think that is what we are trying to get 
at when we hear Members on oiu- side of the aisle talk about or- 
phanages. Maybe that is not the right term anymore. It is that 
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same idea of a structured, loving environment, where the young 
girl and her child will have a chance of avoiding that cycle that 
none of us wants. 

Reverend Kammer. But they are immensely expensive, and that 
part of the debate was correct on the other side of the aisle. In 
other words, the whole country made a decision 50, 60 years ago — 
actually the material I read says at the turn of this century — that 
it was better not to institutionalize children unnecessarily. Nobody 
is talking orphanages in the sense of taking 1-month-old babies 
and putting them into a facility. None of those exist anymore. It 
is always done in the context where you can have either a loving 
parent or an alternate to a loving parent, but that some children, 
and even some mothers with children, need a more structured envi- 
ronment. 

But it is very expensive, and so all the States, everyone, have 
pushed the people needing help as much as possible into the least 
structured environment. But we think the full spectrum has to 
exist across the country, and different people will need different re- 
sponses to their needs. 

Ms. Dunn. Thank you. 

Mr. Collins. Thank you. 

Again, thank each of you. 

Chairman Shaw. Mr. Chairman, let me if I could, just put a 
point in here with Father Kammer, because I think there is a lot 
out there that is misunderstood. 

What you are talking about for the young mom, putting her in 
a structured environment, that is what our bill says. It just says 
that we are not going to pay cash benefits. You are against that. 

You are against the cash benefits, so are we, but we are not cut- 
ting them off. We are not walking away from these people. They 
are the most vulnerable among us. We want to keep the mother 
with the child and we are going to do all we can to see that that 
happens. 

So I think there is a lot of fear out there that is unjustified. This 
is not a heartless bill. We are working together, we are trying to 
work together. 

I thii^. Reverend Jones, you made reference to some bipartisan 
efforts going on. There are. We have a team put together of the 
Governors. We have heard from three Democrat and three Repub- 
lican Governors. We are on the same track. We disagree around the 
fringes and around the edges, but we are working together. 

The President convened us down at the White House this week- 
end. We saw people working together and cooperating like we have 
never seen before. And so we are working together. We are talking 
about the poor. We are talking about children, and we are going 
to see these children are taken care of. 

I think one thing that everyone on this panel and everyone up 
here on the Committee will agree upon, the present system is bro- 
ken, the present system needs to be repaired, and we are going to 
do it and we are going to do it in a bipartisan way. 

We will have our disagreements and those disagreements will be 
what is amplified, but when it is done, we are going to have a prod- 
uct that is a lot better than what we have today. 

Thank you, Mr. Chairman. 
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Mr. Rangel. Mr. Chairman, every time I hear from Chairman 
Shaw, I feel better, because the things I have been reading that 
have been attributed to your party, are not the kind, compassionate 
words that I hear from you, I believe. 

I have just heard these wonderful centers for mothers being de- 
scribed, that is what the Speaker meant when he said orphanages. 
And I just wish, Mr. Chairman, Chairman Shaw, that we can get 
some sunlight on these meetings where you are coming up with all 
of this compassion, because I am still reading from the old papers 
that were submitted. 

Now, is there a safety net in the Contract For America, to Amer- 
ica, that provides that the child would be protected? It sounds like 
that is what you are saying. 

Is there a safety net that if there is no employment at all in a 
particular community and the person tried to find work, the Con- 
tract says 2 years and it is all over. Is there anything that says 
that if a mother really tries to identify the father and they can’t, 
the State won’t help, according to the Contract, it is all over. So 
if we are changing these rules, let us all work together and throw 
away the Contract and come up with something that has some 
compassion for, if no one else, for the child. 

Now, I hate to keep doing this but you have to admit that the 
Contract is pretty mean spirited. I mean, it doesn’t have these 
things that you talk 

Chairman Shaw. I think it is a question of really reading the 
Contract. When we talk about the question of the young mothers, 
there are provisions for them and it is set out in there. Unfortu- 
nately, the only one that anyone has been reading about is the one 
that says orphanage and that is the only time that word is even 
used in the whole Contract. 

Mr. Rangel. Strike orphanage. I am saying 18 years old, you are 
not living with your mother, you have been Hcked out, can you get 
any welfare at all? 

Chairman Shaw. Yes, yes, they will be helped. 

Mr. Rangel. AFDC? That is in the Contract? 

Chairman Shaw. They will not get it in the form of cash benefits. 
That is in the Contract. 

You know, you sat through these hearings, too, just like I did. 
We had one witness that said something that I think is just staying 
right with me. They said giving a 14-year-old, a 15-year-old cash 
benefits, is a federally funded form of child abuse. And I think that 
is what we are hearing from the witnesses. We need a structured 
environment. We need to bring them together and there are provi- 
sions where they can be held. Group homes, foster homes, and 
these moneys can be used for this purpose and that is where it 
ought to be spent. 

Mr. Rangel. What I am asking is, is there a safety net? I don’t 
want to just tell the States these are the wonderful things we can 
do. 

Chairman Shaw. I will be offering an amendment that will pro- 
vide that a certain percentage can be set aside by the States to 
take care of exceptional circumstances, and these circumstances 
will be in the areas that you are referring to. 
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Mr. Rangel. If I didn’t have faith and confidence in your friend- 
ship and compassion, I would be a very disappointed Member of 
this Committee. So I am going to disregard what is in that Con- 
tract and I am going to depend on you. 

Chairman Shaw. Thank you, Charlie. 

Reverend JoNES. I think I should just say one thing. We were 
just given 16 apartments and a group has come to us in Oklahoma 
City addressing this very issue. The girls are kicked out, they are 
under 18, they don’t have a place to stay, and we are fixing these 
apartments up so that these girls can live. We are giving up 32 
other apartments, but they were in what you would call an unsafe 
part of town. 

So I think this problem may be larger than most people realize. 
When a young girl does have a child, often times she is kicked out 
of the house and has no place to go. And then, of course, the next 
step is if we can take care of her child at day care and get her back 
in school, that is what we want to do. We want to make them pro- 
ductive citizens. 

But my concern is, because I am dealing with that as we speak, 
there has to be some kind of safety net. Young girls in exceptional 
circumstances are out there and we can’t control them. We wish 
they weren’t, but they are. So I would just second that because we 
are dealing with this issue as we speak. 

Mr. Collins [presiding]. Thanks again, and I think that safety 
net is going to come from the fact that there are 50 States out 
there that we are going to give some flexibility to, and we are also 
going to have the appropriations process to fund those needs as 
they come about. 

We have got another vote on the floor, Mr. Chairman. 

What do you want to do? 

Chairman Shaw. I would say, we have got three Members who 
have come back religiously with us wanting to be heard. If you 
want to be heard tonight, we will come back and take your testi- 
mony immediately following the next vote, or we can schedule you 
first thing in the morning on Thursday’s hearing, whichever you 
prefer. I would hope you would make the decision together. 

Mr. Knollenberg. We prefer to do it tonight, I think. 

Chairman Shaw. Very fine. We shall return. 

[Recess.] 

Mr. Collins [presiding]. By order of the list, we will start with 
Joe Knollenberg, Michigan. 

STATEMENT OF HON. JOE KNOLLENBERG, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF MICHIGAN 

Mr. Knollenberg. Mr. Chairman, thank you, and thanks to the 
Members of the Committee who haven’t arrived as yet but will be 
soon. 

I want to thank you for the opportunity to appear here today. 
Mr. Kolbe and I have asked to be here because we feel that we 
have an idea that can revolutionize the way we deliver social serv- 
ices to the Nation’s poor. 

Over the last 60 years, government, whether it be Federal, State 
or local, has assumed almost complete responsibility for caring for 
the Nation’s poor. Like it or not, our delivery system has essen- 
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tially become a government monopoly, and it exhibits all the worst 
S 3 Tnptoms. It is woefully expensive, it is overly bureaucratic, pre- 
occupied with process and client ignorant. 

The American welfare monopoly has also undercut the efforts of 
private organizations, it has made it nearly impossible for charities 
to place conditions on their aid, when prospective recipients can 
walk down to the local welfare office and pick up a government 
check, no strings attached. It has almost singlehandedly created 
what the “Wall Street Journal’s” John Fun calls the “I gave at the 
office syndrome.” In fact, the portion of charitable giving in this 
country devoted to alleviating poverty has declined by a shocking 
one-third since 1960. 

The question remains, how should we reform the system? Yes, 
program consolidation and State block grants, we feel, are steps in 
the right direction, but they are not enough. Our bill, like many 
others, would consolidate dozens of overlapping, inefficient Federal 
programs and put that money into a State block grant. 

Briefly, it provides for a choice in welfare tax credit that would 
give individual citizens a voice in how this country fights poverty. 
Under our plan, every taxpaying American would be free to direct 
up to 10 percent of their Federal income taxes to a charitable orga- 
nization in their community that is engaged in antipoverty efforts. 
Each time a taxpayer claimed this credit, the Federal Government 
would make a corresponding reduction in their State’s block grant, 
thereby making it revenue neutral. 

In addition, to insure that tax credit contributions are reaching 
the people they are intended to serve, it would be necessary to 
place certain restrictions on participating charitable organizations. 
For instance, charities would be prohibited from using the proceeds 
to engage in lobbying or litigation activities. It would also require 
that at least 70 percent of the participating charity’s expenses be 
directly allocated to the poor, and to maintain the separation of 
church and state, religious organizations must have a subsidiary 
devoted to social welfare to be eligible. Organizations that have a 
religious component but are primarily focused on social welfare, 
such as the Salvation Army would be eligible as well. 

Finally, to guard against fraud, taxpayers themselves would not 
be allowed to donate tax-credit-funded contributions to charities in 
which they have a financial interest. Once Congress appropriated 
the money for this account, I am talking about a funding mecha- 
nism, a revolving account that would be set in motion within the 
Treasury Department, once Congress had appropriated the money 
for this account, a small portion would be set aside to cover the 
cost of the tax credit and the rest would be given to the States in 
block grant form. 

It is important to note that the tax credit block grant funding 
mechanism will be separated at the State level, and, for instance, 
I can draw upon my own State of Michigan, that the total Federal 
grant would be determined by how many of its citizens gave to 
instate qualified charitable organizations. This is to insure that the 
effects of competition are always tangible. 

A couple of other provisions worth noting. First, we phase in the 
tax credit over 5 years to insure that a transition to a public- 
private partnership is a gradual one. And second, while we place 
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dollar caps on the credit, any contribution above the level would be 
tax deductible, as it currently is. Similarly, contributions to other 
nonprofits would also retain their present deductibility. 

In closing, I would ask that the entirety of oiu* testimony, my tes- 
timony, be submitted for the record. We believe that if om- bill was 
enacted, we could at once reduce Federal spending and 
micromanagement, create competition among the aid providers, re- 
invigorate a charitable sector whose tremendous capacity has been 
subverted by government intrusion, and finally begin to attack pov- 
erty in a truly meaningful and effective way. 

That concludes my testimony, and I wait for any questions. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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TESTIMONY BY CONGRESSMEN JOE KNOLLENBERG 
BEFORE THE HOUSE WAYS AND MEANS COMMITTEE 
SUBCOMMITTEE ON HUMAN RESOURCES 
JANUARY 30, 1995 

Mr. Chairman, members of the Committee, I would like to thank you for this opportunity 
to appear before you today. 

Mr. Kolbe and I have asked to be here because we feel we have an idea that can 
revolutionize the way we deliver social services to the nation's poor. Until now, the 
welfare reform debate has focused primarily on changing the behavior of the welfare 
recipient, through time limits, work requirements, denial of benefits for out-of-wedlock 
births, etc. But while these issues are important, we have concentrated our focus on the 
shortcomings in the way we deliver aid to the poor. Yes, program consolidation and state 
block grants are steps in the right direction, but we believe that these reforms alone will 
not change the inefficiencies of our currenf sysfem. 

Since the 1930s, America's welfare delivery system has become a government monopoly. 
And like other government monopolies, it is woefully expensive, bureaucracy-laden and 
out-of-touch with the needs of the people it serves. Every year, it gobbles more of our tax 
dollars without any incentive to cut costs or streamline itself. In the words of 
Indianapolis Mayor Steve Goldsmith, "the federal government offers the best deal in 
town: The more you spend, the more you get. Don't worry about results." 

How should we reform the welfare delivery system? The answer is: the same way we 
would reform any other government monopoly - by breaking it up creating competition. 

Tomorrow morning, we will be introducing legislation that seeks to break the welfare 
monopoly by putting the reins of reform directly in the hands of the American people. 

Our bill, like many others, would consolidate dozens of overlapping, inefficient federal 
programs and put that money into a state block grant. However, we would also provide a 
"Choice in Welfare" tax credit to give individual citizens a voice in how this country 
fights poverty. Under our plan, every taxpaying American would be free to donate up to 
10% of their federal income taxes to a charitable organization engaged in anti-poverty 
relief efforts in their community. This credit would be paid for by making corresponding 
reductions in the their state's block grant. 

The federal government already has a regulatory framework in place for overseeing non- 
profit organizations, thus minimizing the need for additional bureaucracy. However, for 
the legislation to work properly, it would be necessary to place certain restrictions on 
participating charitable organizations. For instance, charities should be prohibited from 
using the proceeds to engage in lobbying or litigation activities. We would also require 
that at least 70% of a panicipating chanty's expenses be allocated directly to the poor. 
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And charities would be required to expend tax credit-generated contributions within one 
year of receipt. 

To maintain the separation of church and state, religious organizations must have a 
subsidiary devoted to social welfare to be eligible. Organizations that have a religious 
component, but are primarily focused on social welfare (i.e. Salvation Army) would be 
eligible as well. Finally, taxpayers themselves would not be allowed to donate tax credit- 
funded contributions to charities in which they have a financial interest. 

While the concept of "Choice in Welfare" is a simple one, its implementation at the 
federal level proved to be one of the trickier provisions of our bill. We believe that the 
tax credit could be adapted to a block grant system regardless of its structure. However, 
we wanted to create a direct link between the tax credit and the block grant, while at the 
same time giving the states some ability to anticipate future funding levels. 

Our bill would create of a revolving account within the Treasury Department that would 
hold the vast majority of the money the federal government intends to spend on poverty 
in the next fiscal year. Once Congress appropriated the money for this aceount, a small 
portion would be set aside to cover the cost of the tax credit, and the rest would be given 
to the states in block grant form. At the end of the fiscal year, any funds left in the set- 
aside because taxpayers opted not to use the tax credit, would be given to states as a 
"bonus." 

It is important to note that the tax credit/bloek grant funding mechanism will be separated 
at the state level. For instance. Michigan's total federal grant would be determined by 
how many of its citizens gave to in-stale, qualified charitable organizations. 

There are a few other provisions worth noting. First, we phase in the tax credit over a ' 
five year period to insure that the transition to a pubiic/private partnership is a gradual 
one. Secondly, while we place dollar caps on the credit, any contribution above that level 
would be tax deductible as it is now. Similarly, contributions to other non-profits would 
also retain their present deductibility. (Phase-in; FY 199b-2%/$500; FY 1997- 
4%/$l,000; FY 1998-6'>V$ 1.500; FY 1 999-8%/$2,000; FY 2000-10%/$2,500) 

In closing, we believe that if our bill was enacted, we could at once reduce federal 
spending and micro-management, create competition among aid providers, reinvigorate a 
charitable sector whose tremendous capacity has been subverted by government intrusion, 
and finally begin to attack poverty in a truly meaningful and effective way. 
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Chairman Shaw. Mr. Kolbe. 

STATEMENT OF HON. JBVI KOLBE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARIZONA 

Mr. Kolbe. Thank you, Mr. Chairman, for this hearing to allow 
Congressman Knollenberg, my colleague and I to testify on our pro- 
posal which we have dubbed the “Common Sense Welfare Reform 
Act.” 

We think it is possible, as I think many of you do, to turn the 
administration of the welfare system over to State governments 
and to city halls, and block granting social programs to the States 
is obviously a first step in that direction. Common sense tells us 
that a program that may work in rural Arizona may not be one 
that works in Congressman Knollenberg’s district in Michigan. But 
we think the debate ought to be taken a step further, and that is 
why we are here tonight. 

If States can better administer welfare programs, doesn’t it fol- 
low that citizens ought to know best which programs work in their 
communities and which are the most cost effective? That is what 
the Common Sense Welfare Reform Act is about. It is a partnership 
of State and local entities with individual taxpayers. 

As Congressman Joe Knollenberg has explained, o\ir proposal 
gives the people that pay the bills and provide the services in the 
community a role in how poverty relief efforts would be structured. 
We start with the consolidation of 60 overlapping programs run by 
the Federal Government, and turn the money back to the States 
in block grant form. That is a step that this Subcommittee is al- 
ready undertaking, although the debate as to exactly how that 
block grant would work is not yet completed. It is a precondition, 
I might add, to making this privatization proposal work. 

In our proposal we would allow the taxpayers to contribute up 
to 10 percent, or an amount not to exceed $2,500, of their Federal 
income taxes to qualified private charities in their State in return 
for a dollar-for-dollar tax credit. The tax credit is paid for by cor- 
responding reductions in the block grant to the State in which the 
taxpayer lives. By empowering taxpayers to participate in funding 
decisions for poverty rehef services, our proposal serves two pur- 
poses. 

First, it gives taxpayers a voice in how services are delivered in 
their communities. We think that individuals who are in the com- 
munities and working in these programs and living with them 
every day, know what is working well. The Federal Government or 
State governments, for that matter, shouldn’t have a monopoly on 
where welfare dollars are allocated. 

Critics of block grant programs contend that many States do not 
have a good track record of administering social programs. Our 
proposal diffuses the concentration of authority over spending on 
poverty relief efforts by leveling the playingfield on which private 
and public charities compete. 

Representative Ensign said something earlier that I thought was 
very interesting. He said private charities are more of a hand up 
than a handout, and that is the second purpose of the Common 
Sense Welfare Reform Act. We reward private charities for doing 
what they have traditionally done best, and that is providing 
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prompt, temporary assistance. Private charities view assistance as 
a tool by which to change behavior. It is not a right nor a way of 
life, and I think you have heard that in some of the testimony you 
'have had. 

Because of this philosophy, both in theory and in practice, it is 
inconceivable that a family would subsist for generations on a local 
soup kitchen, food bank or shelter. Private charities stress personal 
responsibility and provide hands-on management for recipients. 
The humanizing aspect of private charities is missing from the im- 
personal public welfare bureaucracy which requires nothing from 
the recipient except eligibility for aid. 

Americans need to become personally involved in reforming the 
welfare system. If I may be so immodest to suggest that what Con- 
gressman Knollenberg and I are proposing this evening is a bold 
and innovative approach in the Common Sense Welfare Reform Act 
to allow Americans to do just that. 

We hope you will consider taking the welfare debate further to 
the next step. Let’s allow taxpayers a role in providing assistance 
while giving private charities the opportunity to compete for wel- 
fare dollsirs in a true competitive atmosphere instead of making 
their funding a function of who has the best grantwriters or who 
has the best connections in Washington, or for that matter, in Lan- 
sing or in Tallahassee. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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Thank you, Mr. Chainnan, for allowing Congressman Knollcnberg and me to testify on our 
legislation, the "Common ^nse Welfare Reform Act.” 

We believe it is not only possible, but sensible, to turn the administration of the welfare system 
over to the state capitols and the city halls. Block granting social programs to the states is a first 
step in reform of the welfare system. This flexibility is critical to allowing states to test assistance 
programs best suited to their iKeds. Common sense tells us that a successful program in rural 
Ar^na may not necessarily work in Detroit, Michigan. 

We believe, however, that the debate should be taken a step further » and that is why we are 
before you today. If states can better administer welfare programs, shouldn't it follow that citizens 
know best which programs work in their communities and which are the most cost-effective? 

That’s what our legislation is about — a partnership of state and local entities with individual 
taxpayers. 

As Congressman Knollcnberg has explained, the "Ccanmon Sense Welfare Reform" bill will give 
the people that pay the bills and provide the services in the community a role in how pover^ relief 
everts are structured. The "Common Sense Welfare Reform Act” consolidates over 60 
overlappinjg. inefficient programs tun by the federal government and gives the mone^ directly to 
the states in block grant form. That's a st^ your committee is already taking, and is a necessary 
pre-condition to making our welfare privatization proposal work. 

Our proposal allows taxpayers to contribute up to 10% (not to exceed $25(X)} of their federal 
income taxes to qualified private charities in ^ir state in return for a dollar-for-dollar tax credit. 
This tax credit is paid for by corresponding reductions in the block grant to the state in which the 
taxpayer lives. 

The "Common Sense Welfare Reform Act" serves two piuposes by empowering taxpayers to 
participate in the funding decisions for pover^-relief services. First, we give taxpayers a voice in 
how services are delive^ in their communities. We have faith in the ability of individuals who 
are in the communities to know what is working well. The federal government — or state 
governments, for that matter - should not have a monopoly on where welfare dollars are 
allocated. Critics of block grants contend that many states do not have a good track record in 
administerir^ social programs. Our proposal, iKiwever, diffuses the concentration of authority over 
spending on poverty-relief e^oits by leveling die playing field on which private and public chwties 
compete. The "Common Sense Welfare Reform Act” allows taxpayers to determine where their 
poverty-relief dollars are spent the most effectively. 

Second, we reward private charities for doing they have traditionally done best, and that is to 
provide prompt, temporary assistance. Private charities view assistance as a tool by which to 
change ^havior - it is not a right nor a way of life. Because of this philosophy, both in theory 
and in practice, it is inconceivable that a family would subsist for generations on the local soup 
kitchen, food bank or shelter. Private charities stress personal responsibility and provide hands- 
on management for recipients. The humanizing aspect of private charities is missing from the 
impersonal public welfare bureaucracy which requires nothing from the recipient except eligibility 
for aid. 

Americans need to become personally involved in reforming the welfare system. If I may be so 
immodest, I would suggest that Congressman Knollenberg and I have a bold and innovative 
approach in the "Common Sense Welfare Reform Act" to allow Americans to do just that. We 
hope you will use the momentum in the welfare debate to take your deliberations a st^ further. 
Let's allow taxpayers a role in providing assistance, while giving private charities the opportunity 
to compete for welfare dollars in a (rue. competitive atmosphere, instead of making their funding a 
function of who has the best grant writer or the best connections in Washington - or Lansing or 
Tallahassee. 


Thank you Mr. Chairman. 
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Chairman Shaw. Mr, Hall. 

STATEMENT OF HON. TONY P. HALL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 

Mr. Hall. Mr. Chairman, I have a statement, I would like to 
submit it for the record. I won’t read it. 

I would like to speak very briefly about microenterprise IDAs, 
which are individual development accounts, and briefly about block 
grants. Microenterprise is not something that is new to the world, 
it is fairly new to the United States. 

I have seen microenterprises work in many countries of the 
world, specifically in Bangladesh. They are experts on it where 
they provide small amounts of capital to people and they produce 
a trade, and they have started thousands upon thousands of busi- 
nesses in Bangladesh, and in many ways, cottage businesses. 

I have seen it in the Dominican Republic, where we loaned a 
man $50 who was a cobbler, and he, in fact, turned it around and 
bought some tools to make shoes. He not only makes shoes, he has 
22 employees, he exports to all the Caribbean nations, including 
the United States. 

If microenterprises work overseas among poor people, why 
wouldn’t it work in the United States? It has been here awhile, it 
has been here a few years. 

I have been promoting it, a lot of people have been promoting it. 
It started very big in Iowa, Chicago, some places in New York. I 
have it in my own district, where we hope to produce 60 new jobs. 
But the biggest problem with the IDAs and the microenterprise is 
that we have this asset limitation of $1,000. 

It needs to be weighed, it ought to be increased standard, across- 
the-board, in my opinion, up to about $10,000, because what it does 
is it encourages people to cheat, it encourages people to lie. It is 
basically, in my opinion, un-American. 

We ought to allow people to get medical services and to get some 
kind of public assistance until they can produce their own job. And 
it has been my experience of all the microenterprise programs that 
I have seen in the United States, not one of those people that I am 
familiar with that ever started in a microenterprise, ever went 
back to public assistance, ever went back to welfare. 

The second thing is, we ought to provide for a way for the poor 
people to save, and we ought to provide pilot projects in States. 
There are currently about seven States that are looking at this 
now, as a matter of fact, they are encouraging legislation, passing 
legislation, specifically, in Iowa. 

I would even go so far as to provide public moneys for it. I have 
seen poor people save, but they are penalized, here again because 
of the asset limitations. If we have IRAs for the middle class, we 
ought to have something for the poor. Poor people say, a lot of peo- 
ple say, well, poor can’t save any money. That is not true. They can 
save a few bucks. 

I have seen it down South when I travel with Mike Espy to Mis- 
sissippi. I have seen it in many different States where they have 
done IDAs on the local level and microenterprise. And one of the 
discouraging things I saw is a lady who had a place without run- 
ning water, there wasn’t even an outhouse, they didn’t have any- 
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thing, but she was saving, she was saving about $5 to $10 a week, 
she had an insurance policy she was posting on the wall — not an 
insurance policy, a burial policy. She wasn’t preparing to live, she 
was preparing to die. And I am saying there is a way to encourage 
savings. 

The third thing is block grants. I believe in what the clergymen 
say, I don’t believe if you put block grants in here on nutritional 
programs that you create a safety net, and I think you are going 
to have some major problems. Under the best circumstances in this 
country today, I pride myself in knowing a little bit about the hun- 
gry, both here in the United States and overseas, because I work 
in this area, not only through churches but through the govern- 
ment, under the best circumstances, even in my district, where we 
have 3.6 percent unemployment, which we consider full employ- 
ment, there is still a 25 percent asking of food at food banks and 
soup kitchens. Most of these people, for the most part, are working 
poor, so 2 or 3 days out of eveiy month, they have to decide, do 
I pay for my rent, do I pay for my utility bill, what is going to suf- 
fer? 

They have to go to the food banks. That is happening under the 
best circumstances. My district is not unusual. It is a middle-class 
district, Dayton, Ohio, the suburbs, it is happening across the coun- 
try. 

You put all of themutrition programs into block grants, as I read 
your bill, I think we are going to have major problems here in a 
couple years. It could come much quicker. 

Thaiik you, sir. 

[The prepared statement follows:] 



778 


TESTIMONY BY 

REPRESENTATIVE TONY P. HALL 
SUBCOMMITTEE ON HUMAN RESOURCES 
HOUSE WAYS AND MEANS COMMITTEE 
JANUARY 30. 1995 
ON WELFARE REFORM 

Thank you Mr. Chairman for this opportunity to testify before your 
committee on welfare reform. As you know. I have been a strong advocate for 
welfare reform and this year I will once again reintroduce the Microenterprise and 
Asset Development Act with Congressn^an Bill Emerson. This bipartisan 
legislation is based on the belief that asset-based anti'poverty strategies are an 
invaluable tool for breaking the cycle of poverty. 

The current rules for AFDC provide cash payments for consumption white 
discouraging savings and enterprise. Too often, welfare reform attempts have 
been centered on modifying recipients* behavior with penaities. in contrast, 
asset-based anti-poverty strategies create a path to savings, investment . and 
accumulation of assets which leads to ending one's own poverty with dignity. 

This legislation would remove the restrictions on asset accumulation by 
poor people by raising the AFOC savings limit above the current $1,000 ceiling 
for recipients starting businesses, saving for education and training, or saving to 
purchase a new home. The legislation would also create Individual Development 
Accounts (IDAs) which would encourage and reward poor people for savings. 
These IDAs would be an earnings-bearing, tax-benefitted account whose deposits 
would be matched on a sliding scale by the Federal and/or State governments. 
Amounts from an IDA could be withdrawn without penalty only for the purposes 
of a first-time home purchase, post-secondary education, business development, 
or retirement. 

Mr. Chairman, these are the types of innovative approaches the States are 
looking for and are already doing. Over 23 states have already adjusted their 
asset limits and 7 states have made changes to allow for individual Development 
Accounts. I was glad to see that the Personal Responsibility Act (H.R. 4) gives 
the States more flexibility to disregard income from microenterprises In Section 
605. However, it needs to Include some type of provisions that will support the 
creation of special savings accounts for the poor like IDAs. 

The Federal government spends more than $100 billion per year to provide 
incentives to middle-income and upper-income people to accumulate savings and 
assets through home mortgage interest deductions and tax deductions for 
retirement pension accounts. Federal anti-poverty policy should support asset- 
building activities, not penalize them. Current policy is telling the poor that they 
cannot save for their children's education, that they should sell everything they 
have just to get some temporary assistance. This traps people on welfare -- 
which is both morally wrong and economicaliy foolish. 

Mr. Chairman, while I support the microenterprrse provisions in H.R. 4, I am 
strongly opposed to the provisions which block grant Federal nutrition programs 
such as WIC, Food Stamps, and the School Breakfast and Lunch Programs. This 
would be a terrible mistake. 

Block granting these programs would in all likelihood increase hunger 
amongst our nation's children. States will now have to bear the burden of 
administering the programs with less funding. States will be forced to make 
extremely difficult choices like reducing funding for WIC or eliminating the school 
breakfast programs because they are short of funds. 

I believe It is part of the Federal Government's job to set priorities for our 
nation; and for me, our children are the priority. We can't, in good conscience, 
be unmoved when children go to bed hungry at night. We can't just send the 
issue of childhood hunger to the States and hope the problem goes away. 

These food assistance program® serve as an important safety net for 
children. The Food Stamp Program alone serves ten percent of the population in 
America - half of which are children. We know that for every dollar spent on 
WIC, we save $5 in health care costs later on down the road. Wo know that 
every child who participates In the school breakfast program is better able to learn 
in school and thus is more prepared to meet the challenges of the 21st century. 

It is time to end childhood hunger, not successful nutrition programs that 
feed hungry children. 
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Chairman Shaw. Thank you. 

Mr. Hall, the last thing you spoke of is outside of the jurisdiction 
of this Committee, as I know you are aware. Your friend and 
cochair on the Hunger Select Committee, Bill Emerson, is carrying 
the ball in Agriculture and working with Chairman Groodling on 
that, so this Committee will not be addressing that. 

Mr. Collins. 

Mr. Collins. No questions. 

Chairman Shaw. Ms. Dunn. 

Ms. Dunn. I am so intrigued by, Mr. Kolbe and Mr. Knollenberg, 
yovu" idea, and I think I am curious about the management end of 
it. Maybe you could go into a little bit more depth about how the 
charitable groups would qualify for the program, whether it would 
conflict with other supportive organizations like United Way in 
communities, maybe just tell me a little bit more about it, it is so 
interesting. 

Mr. Knollenberg. I will begin to speak and do that, Ms. Dunn. 
Any charity that delivers about, about 70 percent or more versus 
expenses, to an antipoverty effort would qualify. Now, this might 
mean that some new organizations would be spawned. We have 
found, I think, the floor is around 60 percent, that is an average, 
I should say, that most organizations use in terms of delivery. So 
what we are doing is trying to encourage, obviously, existing orga- 
nizations that do deal fundamentally with alleviating the welfare 
or the antipoverty situation, and perhaps encouraging some more 
to come onstream. 

I don’t know if that totally answers your question, but it is to 
really instill some Ufe into those that are there now on a local level, 
a commimity level, a State level, so that there might be, and I 
bring up the word, it may be dangerous to some, competition, there 
might be some competition between one organization and another, 
but it is whoever delivers the product the best, in the most cost ef- 
ficient way. And there are going to have to be some reporting re- 
quirements required by this bill that provides greater scrutiny for 
the average American to make decisions about where he wants to 
send that money to, whether it is the Salvation Army, whether it 
is to a shelter of some kind or a home for unwed girls, or what 
have you, but that is the basic movement, I would say. 

Jim, you may want to answer. 

Mr. Kolbe. Let me just add that you would create a new cat- 
egory in the 501(c)(3) organizations, so that the symphony which 
is a nonprofit, doesn’t qualify. But this new category, which in- 
cludes those that specifically provide services in the poverty area, 
and there will be a designation, they would have to show that they 
are delivering services in that area. Those would be the ones who 
qualify. You make your contribution, they give you a receipt, which 
includes their tax I.D. number, you include that on your tax retium, 
and you take the credit directly off of your taxes from that. 

Ms. Dunn. OK. 

Chairman Shaw. Mr. Rangel. 

Mr. Rangel. Congressman Hall, I would hope that you would 
send some additional information on microenterprises. It might do 
well if we could find some way to “Dear Colleague” the Members, 
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if you haven’t already. This is exciting to hear from you, and I 
think our Chairman is equally interested in that proposal. 

Mr. Hall. As a matter of fact, a lot of the language that is in 
the bill is very similar to the language that we had in our bills that 
we have introduced the past couple of years. About the only dif- 
ference is that you give it as an option to the States, and I don’t 
necessarily give it as an option, that they can, that they will pro- 
vide the fact, that there will be a waiver. 

The problem with it, is now when I started my program on 
microenterprise in Dajdon to start 16 new businesses, I have to get 
a waiver from the Federal Government. It has to go through the 
State, and so forth. It is time consuming, it is bureaucratic. It took 
me IV 2 years to get it, and the term of the grant was only 3 years. 
And there should be a waiver, not only automatically, but we 
should increase the asset limitation across the board. We can allow 
the States to do it individually, but it is very cumbersome. 

Chairman Shaw. Just very, very briefly; I believe under the bill 
that we will be marking up, that that would be permitted by the 
States. If it is not, I think we will look into seeing that it is, but 
I believe that it is available without a waiver. 

Mr. Ensign. 

Mr. Ensign. Just real quickly, obviously, we have a vote, but I 
was fascinated actually by both proposals. Regarding the 
microsystems, as a small business person, I found that regulation 
was very punitive to business and small business especially. Would 
there be some sort of mechanism for these businesses, maybe to be 
exempt from some of the regulations? Should that be written into 
the bill to make it easier or is it already there? 

Mr. Hall. We take a lot of regulations away from it, and we 
even allow for the option of a local group, a local church, a local 
nonprofit group to take it over and run it. The only obstacle we 
have had is the waiver, you have to get a waiver. 

Mr. Ensign. I don’t mean necessarily regulation on running the 
micro, I mean regulation that is normally on business, some of the 
reporting requirements with OSHA, with EPA, some of the things 
that are — for businesses that are solvent, that is fine, they can get 
away with it. But some of the other businesses maybe that are try- 
ing to get people off welfare, maybe we should take a look at, at 
least, other than the bare minimum of a regulation. 

Mr. Hall. I would be glad to work with you on it. I would like 
to send you some stuff that we have done. 

Mr. Ensign. I would really like to receive it. 

Mr. Hall. It is very interesting. It has been my experience, al- 
though I haven’t started one myself, but they have very little regu- 
lation as compared to a small business man. 

Mr. Ensign. OK. 

Thank you, Mr. Chairman. 

Chairman Shaw. Thank you, and thank you to this panel and 
thank you to the Members of this Subcommittee. 
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We have heard from some 45 witnesses today, and I think that 
is a good day’s work. And I appreciate the attendance that we have 
received so that these hearings could continue to go on while other 
business was going on about the Capitol. 

Thank you so much. 

This Subcommittee meeting is adjourned. ^ 

[Whereupon, at 9:05 p.m., the hearing was adjourned, to recon- 
vene at 9 a.m., Thursday, February 2, 1995.] 
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